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The Houge that Jack Built  }-- 


Associ 


(AND ALMOST EVERYTHING HE PUT IN IT) 


—'§ made with COAL; 


Without coal there would be nothing made of steel 
in Jack’s house. No refrigerator, no vacuum clean- 
er, no washing machine—for every ton of steel uses 
a ton of coal in the making. Without coal Jack 
would be lucky to have any electricity to run his 
lights and appliances—the vast majority of Amer- 
ica’s utilities generate electricity with coal. Indeed, 
almost all of today’s great variety of fine products 

including the very cement and brick that go 
into Jack’s house—are manufactured with heat 
and power supplied by coal! 


That’s why it’s good to know America’s coal re- 
sources are large enough to last for centuries—that 
America’s 5,000 privately managed and competi- 
tive coal companies are the most efficient in the 
world! 


Are you responsible for choosing the fuel to powe 
a factory—to heat a home, a hospital or any othe 
building ? Then you should consider these importat 


ADVANTAGES OF BITUMINOUS COAL! 


Lowest-priced fuel almost everywhere! 
Labor costs are cut with modern boilers a 
automatic handling equipment! 

Easiest and safest to store of all fuels! 

Vast reserves make coal’s supply dependable! 
Dependable supply assures price stability! 

A progressive industry strives to deliver an eve! 
better product at the lowest possible price! 


BITUMINOUS COAL INSTITUTE 
A Department of National Coal Association, 
Washington, D. C. 


FOR ECONOMY it AND DEPENDABILITY 


YOU CAN COUNT ON COAL!? 
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Many new BEW boilers are 
under construction and on 
order to supply steam 
requirements for several 
million kilowatts of new 
generating capacity. 
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Keeping pace with the electric companies’ 
far-sighted expansion program, The Bab- 
cock & Wilcox Company is completing this 
year a multi-million-dollar increase in facili- 
ties for the manufacture of steam generating 
equipment. 

Two new plants are already in production 
at Wilmington, N. C. and West Point, Miss. 
A third one is being built at Paris, Texas. 
Thousands of additional employees have 
been trained to man these new plants, and 





to work expanded fabricating facilities at 
five other B&W plants. New machines and 
processes . . . including the world’s largest 
boiler plate press . . . are setting new stand- 
ards of production efficiency and speed. 

B&W’s expansion program parallels the 
electric companies’ long-range planning for 
new generating capacity and reflects B&W’s 
confidence in the future of America’s vital 
power industry. 
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Mo; people, quite understandably, 
think of their state public service 
commission in terms of utility rate fixing. 
But it is a fact that much more than half 
of the man-hours worked by the mem- 
bers and staff of the average state com- 
mission has to do with many other things 
beside investigating or changing general 
rate schedules, 


THERE are, of course, the various 
other facets of regulatory jurisdiction: 
certificate procedure, security issues, ac- 
counting requirements, service and meter 
complaints and inspection (gas, water, 
electric, and taxicab), applications for 
sales or purchase of utility properties— 
to name but a few commonplace everyday 
chores. 


Asipe from all this, there is also the 
informal information which every regu- 
latory commission is somehow expected 
to give out. There seems to be something 
about the name “public utility commis- 
sion” which strikes many a citizen as a 
place of universal contact with the gov- 
ernment for any purpose. Sometimes the 
results are amusing. 


ONE public service commission secre- 
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tary, just for a hobby, kept a little list of 
odd requests his agency received over a 
period of three months. Here were some 
of the unusual entries: 

Forty-five leaky basements. 

Six cats trapped on utility poles, 

Four barking dogs. 

Three tangled halyards. 

Two small children locking them- 

selves in. 
One dead horse. 


Q F course the commission does not try 
to handle these things directly, It 
merely passes on the request to “proper 
channels,” fire or police departments, 
public health, etc., as the case may be. 
But just to keep the public happy, nobody 
ever gets the brush off, or run around. 
If a serviceman’s wife, for example, 
wants to know whether she can use her 
AC 110-volt appliances in Stuttgart, 
Germany, where her husband is being 
transferred, the commission’s informa- 
tion assistant tries to get the facts for 
her, if it is possible. 


SOMETIMES the state commission has 
interesting and baffling questions con- 
cerning a matter directly within its un- 
disputed field of jurisdiction. Such is the 
question of proper treatment of pensions 
as operating expenses, including past ac- 
cruals of actuarial liability and other 
difficulties of pension administration 
which have come before regulatory 
agencies for consideration. Such is the 
subject of the opening article in this 
issue, 


NOM MISSIONER SPENCER B. Eppy of 

J the New York commission, author 
of this analytical article, was appointed 
by Governor Dewey as a member of the 
commission in September, 1945, after he 
already had a record as a member ot 
the judiciary (Saratoga County Court 
judge). CoMMISSIONER Eppy was a 
soldier in two world wars (Lieutenant 
Colonel on the staff of General Mac- 
Arthur in the South Pacific). He was 
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ave financial experts enough information 
to analyze your Company correctly? 





ist of o . 
ver a @ The decisions of financial analysts play 


some a vital part in the investment community. 
Hence, almost all utility companies do a 
fine job of keeping analysts informed of 
their operations. 


When furnishing such information, it is 

mes highly advisable to know exactly what is 
wanted and how to present it. And that’s 

the purpose of the Irving’s new series of 


a! Public Utility Bulletins . . . to help you in 
i = er : 

sper your constructive program of keeping the 
nts, financial analyst informed. 


be. 
ody 
ind. 


For your copies of current and future 
Bulletins, write us or call our Public Utili- 
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discharged as a full Colonel of the in- 
fantry. He twice received the state’s Con- 
spicious Service Cross. His decorations 
include the Legion of Merit, Silver Star, 
Croix de Guerre, and a total of nine bat- 
tle stars in both wars. Born in Saratoga, 
CoMMISSIONER Eppy was educated at 
Union College (BA), and admitted to 
the bar in 1921. He was recently ap- 
pointed chairman of the telephone com- 
mittee of the National Association of 
Railroad and Utilities Commissioners. 


* * * * 


se emergence of the government as 
a force in the manufacture and sale 
of electric power has been an evolu- 
tionary process. In the beginning the 
government sold only the rights, then 
the power from Federal projects. More 
recently the government has gone in for 
distribution and supplementing its own 
hydro with its own steam plants. The 
author of this article (beginning on page 
209) is Dr. Joun D. Garwoon, associate 
professor of economics, Fort Hays Kan- 
sas State College, examines this step-by- 
step development. 


Dr. GARWOop is a graduate of the Uni- 
versity of Wisconsin (MA) and has done 
graduate work at the universities of 
Louisiana, Southern California, and 
Colorado (PhD). After some teaching 
experience at Morningside College and 
at Louisiana and Colorado universities, 
Dr. GARwoop is now on the faculty of 
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Fort Hays Kansas State College. He has 
been granted an industrial fellowship by 
the Foundation for Economic Education, 
He is associated with the Atchison, 
Topeka & Santa Fe Railway Company in 
Chicago. 


* * * * 


HE program of Pacific Telephone & 

Telegraph Company will  un- 
doubtedly be of interest to all utility men 
having the responsibility of planning. 
Migration to the coastal states has pre- 
sented unusual problems. In this issue 
we have an article (beginning page 214) 
by James H. Co ttrns, California *busi- 
ness writer, which shows how this great 
telephone company is coping with the 
steady and rapid growth of plant facilities 
and the demand for more service. 


e @ @ 6 


TILITIES are not generally or direct- 

ly responsible for erosion control or 
land conservation. HENrRy F. UNcer, 
Washington free-lance writer, has dis- 
covered that natural gas pipeline com- 
panies have had to go into the problem 
of soil stabilization to maintain their 
rights of way. His article “They Keep 
Them Happy on the Farm” begins on 
page 222. Erosion, unchecked, can do 
more damage in terms of dollars to a 
pipeline than to the farms surrounding 
it. The solution helps the farmer even 
while it protects the utility investment. 


* * * * 


MONG the important decisions pre- 
A printed from Public Utilities Re- 
ports in the back of this number, may 
be found the following: 


Tue Colorado commission followed 
the NARUC Charleston Plan in appor- 
tioning telephone plant revenues and ex- 
penses between a statewide company’s 
interstate and intrastate operations. (See 


page 33.) 


THE next number of this magazine 


will be out August 28th. 
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FILLS 


OF YOUR MICROFILM NEEDS 


Remington Rand—the only company that gives you single-source 


convenience, single-source responsibility for all your 


microfilm equipment and service requirements. 


Dual Film-a-record 


If You Need A Camera — Dual Film-a-record 


The machine that gives you the most in 
microfilming .. . high-speed feeding, with or 
without automatic feeders, 15” feeding 
throat, clear and sharp images, interchange- 
able lenses, with a single camera . . . features 
that combine for flexible, efficient and eco- 
nomical operation! 


If You Need Humidifying Film Storage Cabinets, 
Microfilm Processors, 16mm. or 35mm. Film, 
Film Cartons, Contact Enlargement Paper, 
Developers, Fixers and Washes, Microdex 
Filing-on-Film, Kard-a-Film Microfilm Filing 
on Cards. Look to Remington Rand! 


Find out more about Remington Rand’s complete 
line of microfilm equipment and services. Get the 
full story today at your nearest Remington Rand 
Business Equipment Center or write Room 1289 
315 Fourth Avenue, New York 10, N.Y. 





Electronic AO Reader 


If You Need A Reader— Electronic AO Reader 
Gives you the greatest ease and most com- 
plete readability for viewing microfilm of any 
reader now available. Remington Rand also 
has the economical, all-purpose Standard 
Reader, the Library Reader, the Portable 
Reader and the Kard-a-Film Reader for view- 
ing microfilm filed on cards. 


Or Remington Rand Can Do the Whole Job for 
You. A complete microfilm service that means 
that with our staff and our equipment we 
analyze, prepare, film and index your records 
on microfilm. Film is returned to you ready 
for immediate use, in cartons designed for 
utmost filing efficiency. 


Flemington Frand. 
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Coming IN THE NEXT ISSUE 


* 


UTILITY COMPANY CONTRACTS FOR FEDERAL POWER 


What is the difference between a "'wheeling'’ contract and any other kind 
of a contract which a privately owned electric company may make with the 
Federal government, or other public agencies, for the purchase or trans- 
portation of a wholesale power supply? There are important distinctions 
which may escape the understanding of the casual newspaper reader. R. K. 
Lane, president of the Public Service Company of Oklahoma, has had con- 
siderable experience with negotiations of this type and tells us about the 
various elements entering into these contractual agreements. 


WHAT'S HOLDING UP KINGS RIVER DEVELOPMENT? 


After years of controversy, there is still more argument than power being 
produced on the Kings river in California. Here is a blow-by-blow descrip- 
tion of the controversy between the Bureau of Reclamation and local in- 
terests. Jane Eshleman Conant, of the editorial staff of the San Francisco 
Call-Bulletin, gives us a professional writer's readable and interesting ac- 
count of the legal snarls and regulatory problems involved in this battle be- 
tween two Federal agencies. 


UTILITY SAFETY SEMINARS 


A description of a seminar on safety in public utility operations which has 
attracted gas and electric officials from all sections of the United States and 
Latin and South America. This seminar, which was held in New York, covers 
a period of two weeks. More than seventy-five utility men have ‘gradu- 
ated" and all agree on the great benefits obtained from this intensified in- 
struction in the systematic approach to eliminating hazards before they even 
come into existence in many instances. W. T. Rogers, of Ebasco Services 
Incorporated, is the author. 


KEEPING AUNT MOLLY OUT OF THE POST HOLES 


Every so often utility officials, as well as municipal and state officials, run 
up against difficult personal problems in condemning rights of way for 
necessary improvements. When an indignant lady jumps into a utility com- 
pany post hole and dares the construction crew to get her out, the public 
relations headache for the utility company is obvious. This is especially true 
when hundreds of sympathetic neighbors, as well as potential custom- 
ers, rally to the support of the property owners. James H. Collins has made 
an enterprising investigation of ways and means which can be taken in ad- 
vance to avoid post hole squatting and similar ugly incidents. 


* 


A Iso + + « Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington gossip, 
and other features of interest to public utility regulators, companies, 


executives, financial experts, employees, investors, and others. 
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There’s a faster way! 


- 


Many of the tasks that used to take weeks May we send you an informative booklet 

and weeks to do can be finished now in a_ that tells you more about this method of 

few days—or even mere hours. compiling consumers’ usage data? Why not 
drop a note to us now? 


SAVES 50% IN TIME AND MONEY 


+f 





In your offices, too 
For instance: At one time, it was a tre- | 
mendous clerical job to analyze consumers’ 
bills. Additional help had to be acquired 
and trained. It took weeks and weeks to 
compile an authoritative analysis. 









Today it’s a far different story. Many util- 
ities simply turn such jobs over to us. Our 
experienced staff, employing Bill Frequency . 
Analyzer machines, can analyze as many as This Bill Frequency Analyzer—developed especially for 
200,000 bills each day. And, the cost to you utility usage data—automatically classifies and adds 
is often 4 of what it would be if the job 1" 300 resisters—in one step. i 

: P.S. If you use punched cards for billing, we are 
were done in your offices. also equipped to make your analyses from them. 





, Recording & Statistical Corporation 


P 
5, 100 Sixth Avenue New York 13, N. Y. 
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“There never was in the world two opinions alike.” 


Vicror H. NysBorG 
President, Association of Better 
Business Bureaus, Inc. 


RAvtpPH H. TApPscottT 


Chairman of the board, Con- 


solidated Edison Company of New 


York. 


FRANK V. MARTINEK 
Assistant vice president, Standard 
Oil Company of Indiana. 


BENJAMIN H. NAMM 
President, Namm’s, Inc. 


Homer E. CAPEHART 
U. S. Senator from Indiana. 


EpitorIAL STATEMENT 
The New York Times. 


CLARENCE E. MANION 
Dean, Notre Dame University 
College of Law. 
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“There is no justice in stuffing the whole business sys- 
tem—lock, stock, and barrel—in the doghouse because of 
the wrongdoing of a small minority.” 


. 


“To the power Socialists, this Niagara project is but 
one more step in their program to create a nationalized 
power system with the taxpayers’ money.” 


- 


“An old saying is: ‘As sure as death and taxes.’ Un- 
less we guard against the unnecessary growth of this par- 
ticular inroad on our freedom we may reach the point 
of saying: ‘Taxes will be the death of us.’” 


> 


“With every tick of the clock our country is moving 
further away from American individualism and towards 
European Socialism. American business is losing its golden 
opportunity to sell the American way of life to the public.” 


> 


“Tf you lose everything you have and retain the Amer- 
ican system of government, you can still rebuild. But if 
you lose your American system of government for 
statism, Socialism, or any other system of ism, you will 
not be able to rebuild.” 


* 


. . no President can be wise enough to deal with any 
situation important enough to be described as an emer- 
gency wholly according to his own discretion. To reason 
otherwise would lead to the conclusion that Congress, the 
courts, and the whole body of public opinion are of im- 
portance only when no emergency exists.” 


? 


“The basic and supporting truths which the Founding 
Fathers declared to be self-evident are now denied or for- 


gotten. Strict constitutional limitations to the contrary 
notwithstanding, American government, which the Found- 
ing Fathers narrowly limited to the purpose and object 
of securing and protecting the unalienable God-given 
rights of man, has now spread itself into an all-purpose, 
masterful appliance that is no longer responsible to the 
people but assumes to be responsible for them.” 


12 
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USES THE PELE - 
Jjeville 


ALTERNATOR SYSTEM 





¢ This forward-looking organization is lower radio maintenance costs 
another one of the many Public Utilities more consistent radio operation 
ps enjoy tee advantages of the L-N There are L-N Alternator Systems rated at 
ternator System. 
: 50 amps. and 80 amps. for 6-volt systems; 
On your two-way radio cars and trucks . ,. 60 to 150 amps. for 12-volt systems. 


r —— Sosrent demands zens high aot For all the facts, write The Leece-Neville 
me LN Aleepnator Sysem will give you: Company, Cleveland 14, Ohio. Automotive 
25 to 35 amperes with engine idling Electric Equipment for Over 40 Years. 
new freedom from battery troubles Distributors in principal cities 
longer battery life .. . Service Stations everywhere. 


BE SURE TO SPECIFY LEECE-NEVILLE 


ALTERNATOR SYSTEMS « GENERATORS « STARTING MOTORS 
FEC - REGULATORS + SWITCHES « FRACTIONAL HP MOTORS 
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TRUCK DIESEL OFF-HIGHWAY PASSENGER RAILROAD MARINE 








14 REMARKABLE REMARKS—( Continued) 


Douctas MACARTHUR 
Retired General, U. S. Army. 


DonaLp R. RICHBERG 
Attorney. 


JoHN PHILLIPS 
U. S. Representative from 
California. 


EpirorrAL STATEMENT 
Los Angeles Times. 


DecHarp A. Hutcy 
President, Lone Star Gas 
Company. 


LANE D. WEBBER 
Vice president, Southern 
California Edison Company. 


GerorGE SOKOLSKY 
Columnist. 
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“Nothing threatens us more acutely than our financial 
irresponsibility and reckless spendthrift policies which 
jeopardize all thrift and frugality.” 


* 


“Bribery by handing out political jobs and distributing 
subsidies must be recognized as little different morally 
from buying votes or official favors by direct payment of 
cash.” 


> 


“I wonder how Darwin, Marconi, Henry Ford, Pas- 
teur, the people who discovered penicillin and insulin, and 
many of these other benefits to mankind, managed to get 
anything discovered without $10,000,000 of government 
money ?” 


> 


“In the stage of defense against Communism, the West 
has to maintain, through perhaps a decade or more of 
acute mental and physical strain, as much as possible both 
of its freedoms and of its economic progressiveness. With- 
out the freedoms, the heart would be gone out of the 
defense anyway; but economic progressiveness is hardly 


” 


less important .. . 


* 


“In the light of America’s accomplishments through 
the freedom of enterprise, it is almost incredible that we 
should be threatened with Socialism—but we are. We are 
not threatened with Socialism by that name, of course. 
If we in America ever get Socialism, it will be by default 
—and under some beguiling trademark like the welfare 
state—or an even more appealing name such as ‘in- 
surance state.’” 


* 


“Facts indicate controls are unnecessary. Their effect 
will only harm our economy and mobilization effort. They 
impede production, impair incentives, and increase costs 
for both industry and government—and they require tons 
of useless red tape. Today, in the face of improved sup- 
plies of both consumer soft and durable goods, there is 
less justification than ever for continuing price, wage, and 
material controls.” 


* 


“In this country we have for almost twenty years been 
engaged in one form or another of socialization. We 
have called it the ‘New Deal,’ the ‘Fair Deal,’ and even 
‘Private Enterprise.’ The theory has been that it is pos- 
sible to sell the American people anything, as long as it is 
gaily packaged. One of the services that has, in a meas- 
ure, been socialized, is electric power. No statement was 
made that socialization was intended; such slogans as 
‘TVA’ or ‘Flood Control’ or ‘Rural Electrification’ were 
employed.” 
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Indication of Acceptance 


ty About one-third of all of the electric companies having 
of operating revenues in excess of $45,000,000 have employed the 





for meetings of their stockholders. 


services of our organization to assist in the solicitation of proxies 




















: The managements of these and many other electric, gas and telephone 

nt companies find our services insure prompt and gratifying stockholder 
response. This is attested to by unsolicited letters of commendation and 
repeat employments. Please send for further information. 

st 

of 

h DUDLEY F. KING 

- Proxy Soliciting Organization 

le 

y 70 Pine Street, New York 5, N. Y. 

National coverage provided through Zone Managers ‘located in 30 principal cities 
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, his is Progress 

™~ ? Utilizing the facilities of the independent consult- 





» 


Peter F. Loftus 





Pictures and descriptions of many recently com- 
pleted projects are shown in our new booklet 
“Coordinated Engineering Services” which will 
be mailed upon request. 































Corporation 








ing engineering organization management secures 
in a single service the professional vision and 
seasoned judgment of engineers of broad technical 
and professional experience in all fields. This means 
more than just getting things done promptly. It 
assures maximum efficiency and sound economy all 











along the line from inception of the plan to com- 
pletion of the project. 

The Peter F. Loftus Corporation, specializing only 
in consulting engineering, has long been cooperat- 
ing with management and plant engineers on 


see CRORE A CECE Sey 


projects for private and public utilities, and for 





industrial, c ial, gover and institu- 
tional clients in many parts of the world. An 
expanding program envisions limitless possibilities 
for new phases of industrial and power develop- 
ments in the great new era just ahead. 


ENGINEERING 
CONSULTANTS 


First National Bank Building, Pittsburgh 22, Pennsylvania 
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AUTOMATIC <> ELEETRIL 


A complete line of communication 
equipment for the power industry: 


P-A-X Business Telephone Systems 


Lenkhurt Carrier Telephone 
and Telegraph Systems 
Microwave Radio Communications 
Equipment 


Relays, Rotary Switches and other 
Electrical Control Equipment 
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Minn sosilove 


working — 


A.. you getting all the economies. all 
the operating efficiency, that modern 
communication facilities can give you? 


Just ask your communications superin- 
tendent! 


Ask him about P-A-X Business Tele- 
phone Systems—the modern automatic 
telephone systems now owned and used 
by 70 of the leading power companies in 
the country. Ask him about “carrier” 
and about “microwave” radio—the eco- 
nomical ways to extend communication 
channels where you need them, when 
you need them, without costly wire-line 
construction. . . . Ask him to tell you 
about Automatic Electric Company. 


Communications men throughout the 
power industry know Automatic Electric 
as the makers of P-A-X Business Tele- 
phone Systems. With P-A-X, many power 
companies are discovering efficiency un- 
imagined befare—simply by separating 
their load of “inside” telephone calls 
from their volume of outside calls—by 
handling all “internal” communication 
over a separate system of P-A-X auto- 
matic telephones! And when P-A-X Sys- 


Wiha) Walac 


tems are connected by microwave and 
carrier channels to link stations along 
the line, these same efficiencies are in- 
creased many times! 


Originator of the automatic dial tele- 
phone system, Automatic Electric has a 
background of sixty years’ experience in 
communication. Here is an organization 
of communication specialists, ready to 
work with your organization—to make 
communication work for you, as it is 
doing for many others! 


Your communications officials probably 
know the Automatic Electric representa- 
tive; or just call us at HAymarket 
1-4300 in Chicago. 


Widespread 
operations of a 
leading oil company 
are knit together 

by a P-A-X 
Business Telephone 
System. Write for 
your copy of the 
illustrated 12-page 
result story. 





ELECTRIC 


Makers of Telephone, Signaling and Communication Apparatus...Electrical Engineers, Designers and Consultants 
Distributors in U.S. and Possessions: 
Automatic Electric Sales Corporation...1033 West Van Buren Street, Chicago 7, U.S.A. 
In Canada: Automatic Electric (Canada) Limited ...284 King Street West, Toronto, Ontario 
Export Distributors: International Automatic Electric Corporation 
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What we really make is Time 
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It is faster to 


Hane A WALL 


than to 


Pits rT up 
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LITTLE blocks, say 2'x4°x8",don’t pile up very fast. Point is, we integrate the right materials with 


We hang walls up in sizable panels. exclusive designs and processes of manufacture, 

d the ith fas i ing f ch 
And that is an easy way to understand why eo . = _ - ae ee wt ws 
individual job, install them with experienced 


Robertson's real product is time. , ; 7 7 
crews, and deliver the thing that is most vital of 


We make walls that are hung im place. We all vital things today: speed. 
make them complete with insulation when the 


panels are delivered. We engineer them piece by We save days and weeks in finishing a build- 


piece in advance at the factory. We put expert ing for use, because years have been put into the Power-h 
crews on the job to place them. development of these unique skills. 

Leffel : 

We make time, now, when time is the essence. Quick is the word we practice. maxim 

perienc 

liabilit 





H. H. ROBERTSON COMPANY 


FARMERS BANK BUILDING, PITTSBURGH, PA. 
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LEFFEL Hydraulic Turbines 


EFFICIENT * DEPENDABLE + SINCE 1862 


effel Production Means Finer Performance... 


The illustrations below show a typical Leffel production job. For 
this particular installation two identical Francis type turbines 
were produced. Each has a maximum rating of 28,250 h.p., 
under 324 ft. net head, speed 277 r.p.m. 
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Power-house with uncompleted spillway and earth-filled dam. 


Leffel turbines are designed and constructed to give 
maximum power at minimum cost. 90 years of ex- 
perience have demonstrated that long life and re- 
liability are assured in every Leffel hydraulic turbine. 


THE JAMES LEFFEL & CO. 


DEPARTMENT P ¢ SPRINGFIELD, OHIO, U.S.A. 


Completely assembied turbine unit. 


EFFICIENT HYDRAULIC POWER FOR 3 YEARS 
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EVERYBODY'S TALKIN 


about this modern gas control 
GASAPACK ... THE ONLY REALLY NEW GAS CONTROL 


ay ao oper re 
sapack’s exclusive 
inte rmedia te-flame principle 
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Completely Silent 
Gasapack eliminates 
“ban, . ba ” 
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Compare the Gasapack with old-fashioned, gas furnaces and heaters. One simple-to-install 
cumbersome hookups, and you'll discover it’s unit eliminates as many as 5 separate controls. 
the modern, efficient way of installing modern Cuts costs of assembly, too — as much as 67%. 






23-22 Ey OSes for modern gas heating 
A-P CONTROLS CORPORATION 
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2470 N. 32nd Street @ Milwaukee 45, Wis. eaeme ~~ Cooksville, Ont. 
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THEA 


This Company serves a fertile area in northern California and 
southern Oregon where the rate of population increase in the last 
Census period greatly exceeded that of the continental United States, 
and indications are this growth will continue. 

Our detailed analysis, just completed, contains pertinent facts in 
connection with the Company and its securities, with particular ref- 
erence to its investment grade common stock which affords an in- 
come return of about 534%. We shall be pleased to furnish a copy 
upon your request. 


Blyth & Co., Inc. 


14 Wall Street New York 5, N.Y. 
R Ector 2-1900 


San Francisco + Seatrte + Porttanp + Los Ancetes + Cnicaco 
Boston + SPRINGFIELD * PHILADELPHIA . PittsBURGH . CLEVELAND 
Lovisvitte + Inpranapo.tis + Derrorr - Minneapous + SpokaNe + OAKLAND 
Eureka + SacraMento - PasapenaA + San Dieco + SanJose + Fresno 
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printing. Ours result from over 35 years of serving 
an extremely broad and varied list of customers. 
Resourcefulness and imagination spark the will and 
capacity to do things better. Impressive benefits resulting 
from superior facilities will justify your choice of 


L # he C oO L i financial printers 


NEW YORK (6): 130 Cedar Street * WOrth 44 


Special abilities are needed in the handling of financial 









CHICAGO (5): 732 Sherman Street * WAbashi 2 i 
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Specialized service in all 
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corporate finance and 








stockholder and public relations. 
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Ca ao SERVING THE PUBLIC AND 
3 INDUSTRY 24 HOURS A DAY 


COLUMBIA 
GAS 
SYSTEM 








The Manufacturers Light and Heat Company 
United Fuel Gas Company 

The Ohio Fuel Gas Company 

Atlantic Seaboard Corporation 

Amere Gas Utilities Company 

Virginia Gas Distribution Corporation 

et Virginia Gas Transmission Corporation 

Big Marsh Oil Company 

“ Central Kentucky Natural Gas Company 
Binghamton Gas Works 

Cumberland and Allegheny Gas Company 
Home Gas Company 

The Keystone Gas Company, Inc. 

Natural Gas Company of West Virginia 
The Preston Oil Company 
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The distinguishing mark of any new 
important station is apt to be the newest 
type Elliott deaerating feedwater heater 
mounted upon its storage tank, silhouetted 
against the sky. 

























In these new type Elliott deaerating 
heaters, the tubular vent condenser is re- 
placed with an inlet spray unit and vent 
collecting hood which normally require 
no maintenance. Trays, formerly of heavy 
cast iron, are now of fabricated stainless 
steel —light and corrosion-proof. Non- 
corrodible materials are used everywhere 
undeaerated water contacts the metal. All 
in all, the new unit is characteristically 
Elliott in conception, in engineering ¢x- 
cellence, in performance. Bulletin N-16 
gives full details. On request. 


The tubular vent condenser with its many 
small tubes, formerly mounted on top of 


the deaerating heater shell, is replaced 
by the inlet spray unit and vent collect- Ee | 5 5 y oOoTT Company i 
| 





ing hood located inside the shell. Saves 
maintenance, saves headroom, makes a Decerator and Heater Dept. 


better installation. JEANNETTE, PA. 
Plants at: JEANNETTE, PA. * RIDGWAY, PA. 
AMPERE, N. J. © SPRINGFIELD, O. ° NEWARK, N. J. 
DISTRICT OFFICES IN PRINCIPAL CITIES 
N-100/8 
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{ International Symposium on Combustion, Massachusetts Institute of Technology. 
? 


Cambridge, Mass., Sept. 1-5, 1952 








F { Southern Gas Association, Eastern Area, begins mecting on distribution operating 


problems, Atlanta, Ga., 1952 


16 Se 1 


American Water Works gone iation, New York Section, will hold annual meeting, 


Upper Saranac Lake, N. Y., Sept. 3-5, 1952 





Association will hold convention, Los Angeles, Cal., Sept. 3-5, 1952. 


17 S } { Pacific Coast Gas 








American Society of Civil Engineers will hold centennial celebration, Chicago, IIl., 
952. 


| } © 
18 M Sept. 3-13, 











© American Institute of Electrical Engineers begins Pacific general meeting, Phoenix, 
19 T= Ariz., 195 
j ~ | eatagar me mid aa ivy 
§ Maryland ‘Ll sane s Association will hold convention, Virginia Beach, Va @ 
| a €s Assoc z old coni » g é > ’ 
20 W Sept. 5, 6, 19 Gx) 








{ Mississippi River Parkway Planning Commission begins meeting, La Crosse, Wis., 
1952. 














| ' ; 
22 | © Mississippi Rural Electric Association begins meeting, Jackson, Miss., 1952. 
| —_ } ———— ———— 
} A , . ‘ 
23 Se | § Museum of Science and Industry will hold conference, Chicago, Ill., Sept. 7-9, 1952. 
| 





© Arkansas Broadcasters Association begins mecting and sales clinic, Little Rock, Ark., 
52 


1952. 








Appalachian Gas Measurement Short Course begins, University of West Virginia, 


Morgantown, W. Va., 1952 


S 
25/M/| °* 











2 T* © Rocky Mo wo p cee League will hold fall convention, Glenwood Springs, Colo., 
} 6 Sept. 7-10, 
27 W { American Public Works Association ends 4-day meeting, Los Angeles, Cal., 1952. 
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Courtesy, Associated Telephone Company, Ltd 


Photo by Walter Douglas 
Sitting on Top of the World 


ifornia 


Telephone linemen pause in their work at Goleta Pass, cast of Santa Barbara, Ca 
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A Regulatory View of Utility 
Pensions 


Utility companies have long been in the forefront of commercial 

enterprises establishing employee pension systems. Here is an 

account of how certain regulatory questions result from setting 

up such pension plans and how one experienced regulator looks 
at them. 


By THE HonoraBLE SPENCER B. EDDY* 


in a vacuum. Policies which 

once appeared sound must be 
testudied and modified to meet chang- 
ing economic situations and present- 
day social thinking and consciousness. 
Regulatory commissions are not em- 
powered to impress upon the public 
their individual, social, and economic 
views; rather they are charged with 
the responsibility of considering in 
their determinations our changing na- 


_ 


*For personal note, see “Pages with the 
Béitors.” 


| bey regulation does not exist 
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tional economy and changing social 
problems. These are realities of as 
great importance as many items which 
appear to be far more tangible. 
Regulation which fails to consider 
the world in which we live is not only 
unsound but it is dangerous. An un- 
realistic approach to the problems 
which face us feeds demands that the 
regulatory process be supplanted by a 
nationalization of the utility industry. 


by a radical change in our national 


I* the field of pensions we are faced 
1 AUG. 14, 1952 
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social and economic thought. Fifty 
years ago no one would have ques- 
tioned the statement that it was the 
responsibility of the individual to pro- 
vide by his own endeavors for his old 
age. Today I know of no one in pub- 
lic life who would publicly support the 
repeal of Social Security. Fifty years 
ago a payment to a superannuated em- 
ployee was a generous act of the em- 
ployer. Today pensions are a matter 
of collective bargaining. 

It was with these concepts in view 
that the New York State Public Serv- 
ice Commission recently reviewed its 
approach to the problem of utility pen- 
sions and modified its Uniform Sys- 
tem of Accounts to conform with its 
pronouncement that with proper safe- 
guards all legitimate pension payments 
would be treated as operating ex- 
penses.? These safeguards will be dis- 
cussed later. 


Ae history of the concept of the 
nature of a pension aids in the 
understanding of the commission’s 
philosophy. Pensions were regarded 
through the ages as a gratuity, a spe- 
cial reward, or a mark of favor. An 
early law case refers to them as “the 
bounty of the sovereign.” They were 
never regarded as something the pen- 
sioner received as a matter of right. 
This concept was the basis of the few 
industrial pension plans which were in 
existence fifty years ago. There were, 
of course, many individual instances 
of payments to old employees. There 
were more instances of the infirm or 
disabled employee being given some 
work which he could perform. Not so 
long ago it was common to see as rail- 


1 Re Utility Employee Pension Costs (NY) 
93 PUR NS 159. 
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road crossing watchmen, employees 
with long service who were no longer 
able to do hard physical work or who 
had been injured in the line of duty. 
Workmen’s compensation, social se- 
curity, and pension plans have largely 
abolished jobs made for the particular 
employee toward whom a sense of 
gratitude or moral obligation existed. 


N the utility field the first large 
formal pension plan was adopted 
by the Bell system in 1913. While 
throughout the early part of the cen- 
tury the number of pension plans in- 
creased slowly, the idea continued to 
gain. New York state in 1921 adopted 
a pension plan for state employees. 
However, it was not until fifteen years 
later that that plan was made con- 
tractual by a constitutional amend- 
ment. This period saw the National 
Railroad Retirement Act and others. 
It was not until the enactment of So- 
cial Security in the thirties that there 
was any national policy which provid- 
ed for a guaranty of financial assist- 
ance for those who approached super- 
annuation. 

In addition to this change in na- 
tional policy two other factors tended 
to increase the growth of industrial 
pensions. The first was a change in 
Treasury regulations in the thirties 
which gave pension payments a treat- 
ment for tax purposes far more liberal 
than in the past. The second was a 
changed attitude on the part of union 
representatives. Whereas in the early 
days of industrial pensions there was 
frequent union hostility toward pro- 
posed pension plans, the situation has 
progressively changed until pensions 
are regarded as one of the elements of 
collective bargaining and some form of 
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A REGULATORY VIEW OF UTILITY PENSIONS 


pension plan is now included in most 
nation-wide industrial labor contracts. 


AS pension plans were adopted by 
utilities, the early decisions of 
regulatory bodies made a distinction 
between pension plans which were 
based on past services and those that 
were based on service taking place 
after the start of the pension plan and, 
in general, allowed the latter as an 
operating expense but required the 
former to be charged to surplus. The 
theory followed the old concept of a 
pension. So far as past services were 
concerned the employee had been paid 
for services up to the date the pension 
plan went into effect. Anything addi- 
tional he received for that past service 
was either a gratuity or, under the rea- 
soning used by some commissions, if 
the pension constituted a payment for 
past services, the expense was properly 
attributable to the past year in which 
that service was rendered and so 
chargeable to surplus. 

In the forties three significant things 
happened. First the Treasury Depart- 
ment changed its regulations so that a 
pension plan had to apply to the bulk 
of the company’s employees in order 
to have the payment deductible for 
tax purposes. This effectively dis- 
couraged pensions for officers unless 


provision also was made for em- 
ployees. Second, an advisory com- 
mittee of the American Institute of 
Accountants held that for accounting 
purposes pensions based on past serv- 
ices were to be regarded as current 
costs. Third, efforts to change the pro- 
posed Taft-Hartley Act by specifically 
exempting pensions from collective 
bargaining failed. 


Ses regulatory commissions were 
then faced with the problem that 
collective bargaining was required 
upon the question of pensions and 
could be and was included in agree- 
ments for arbitration of labor disputes. 
Obviously a utility would be reluctant 
to grant a pension plan which recog- 
nized service prior to the adoption of 
the plan if those costs were to be 
charged to surplus. Obviously also, if 
that was the plan the union wanted, it 
became necessary for the utility to 
satisfy the union by some other form 
of compensation such as an hourly in- 
crease in wages. Thus, the old theory 
of not permitting pensions based on 
past services to be regarded as current 
operating expense interfered with col- 
lective bargaining and had no over-all 
effect on holding down wage costs. 
In fact, in some instances where a 
compromise between a utility and its 


“Urtixity regulation does not exist in a vacuum. Policies 
which once appeared sound must be restudied and modified 
to meet changing economic situations and present-day social 
thinking and consciousness. Regulatory commissions are 
not empowered to impress upon the public their individual, 
social, and economic views; rather they are charged with 
the responsibility of considering in their determinations 
our changing national economy and changing social prob- 


lems.” 


203 AUG. 14, 1952 





PUBLIC UTILITIES FORTNIGHTLY 


employees was reached on the basis of 
an alternate plan of wage adjustment 
from that sought by the union, it may 
well have increased the cost. In any 
form of bargaining the disadvantage 
is always with the person who must 
negotiate for an alternative. 

Recently a number of labor organi- 
zations, notably the Utility Workers 
Union, CIO, have taken a strong stand 
against further intrusion by the na- 
tional government in the field of util- 
ity operation. If utility regulatory 
commissions preclude management 
from freely contracting with their 
employees for terms of employment, 
including pensions which are satisfac- 
tory, it can hardly be expected that 
such action will increase these unions’ 
enthusiasm for private enterprise. 


N° wise utility regulatory commis- 
sion should interfere with the 
free rights of collective bargaining nor 
should it permit itself to be used as a 


bargaining agent. If our national 
economy requires restraint on either 
industry or labor in the exercise of col- 
lective bargaining, that restraint 
should be exercised by someone other 
than the regulatory commission deal- 
ing with rates. That reason alone 
would have been sufficient for aban- 
doning the old rule. 

The fundamental reason, however, 
lies in the fact that the entire concept 
of pensions has been changed and the 
establishment of a pension system is 
and should be regarded as the creation 
of a present benefit—a benefit which is 
granted in lieu of other considerations. 
It should not increase the operating 
costs which the public must pay any 
more than some other and less satis fac- 
tory settlement of a wage dispute. 
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The decisions of the New York 
commission on this subject do not 
mean, of course, that all payments 
made in the guise of pensions may be 
automatically charged to operating 
expenses, or that they necessarily 
should be charged in the year in which 
payment is made. There are certain 
standards which a pension plan must 
meet. 

First: The payment must be irrev- 
ocably dedicated to the purpose of 
pensions. No problem is presented on 
the pay-as-you-go plan. However, 
where a funded plan is adopted, the 
amount claimed as a deduction must 
actually be funded and trusteed so that 
there is no possibility of the money 
later returning to the treasury of the 
company. It would be obviously un- 
fair for the company to collect money 
from its customers under the guise of 
operating expense for labor payments 
and later be able to abolish the plan and 
put the money back in its treasury. The 
New York commission has specifically 
disapproved such a plan. 


Le perenay : The pension must be reason- 
able in amount, and an excessive 
cost of pensions should be disallowed 
as any other improper or unnecessary 
expense in a rate case. This require 
ment applies particularly to pensions 
for officers. In a rate case before the 
New York commission a small bus 
company was paying its officers large 
salaries. Part of those salaries were 
disallowed as excessive for the pur- 
pose of fixing rates. In addition sub- 
stantial payments were made to pur- 
chase annuities for the officers. Ob- 
viously, in determining whether the 
compensation is excessive, no distinc- 
tion should be made between payments 
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A REGULATORY VIEW OF UTILITY PENSIONS 





Evolution of Thought on Pensions 


“i the field of pensions we are faced by a radical change in our 
national social and economic thought. Fifty years ago no one 
would have questioned the statement that it was the responsibility of 
the individual to provide by his own endeavors for his old age. Today 
I know of no one in public life who would publicly support the repeal 
of Social Security. Fifty years ago a payment to a superannuated em- 
ployee was a generous act of the employer. Today pensions are a matter 
of collective bargaining.” 





for pensions and payments for sal- 
aries. 

Third: (This applies only to fund- 
ed plans.) Where funding occurs 
either under a previously established 
plan or a new plan, the company should 
be permitted under the supervision of 
the commission to spread its funding 
payments over a reasonable period of 
time, considering its actuarial liability. 
Once the plan has been adopted and 
approved by the commission and the 
funding schedule established, pay- 
ments in excess of the schedule in any 
year would be disallowed for rate pur- 
poses even though the excess was occa- 
sioned by the failure to follow the 
schedule in previous years, unless for 
good cause the funding schedule was 
modified with advance commission 
approval. 

This plan accomplishes two things. 
First it prevents distortion of the in- 
come account by the utility and pre- 
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vents a practice which occurred in the 
thirties of increasing or decreasing the 
amount set aside for pensions, depend- 
ing upon operating results. From the 
standpoint of the company there is pro- 
tection since the plan of funding has 
been approved in advance and the com- 
pany, therefore, knows the amount 
which it will be allowed as an operat- 
ing expense in any future year in any 
rate case it may have. 


ee of funding payments need 
not be required. In that case the 
company takes the risk of having the 
correctness of the amount of its pay- 
ments questioned in a rate case. 
Fourth: The plan should be de- 
signed to effect the greatest tax saving 
and, in general, payments for pensions 
not allowed as tax deductions should 
be seriously questioned for rate pur- 
poses. 
Fifth: The form of the plan, pro- 
AUG. 14, 1952 





PUBLIC UTILITIE 


viding it meets the necessary standards 
and safeguards, should be left to col- 
lective bargaining. Contributory and 
noncontributory plans are treated 
alike. 

It might, however, be said in 
passing that for the large company, 
which has a strong union, it will be in- 
creasingly difficult for management to 
sell contributory plans to its employees 
so long as we have a tax law which 
permits a deduction of the employer’s 
contribution as an operating expense 
for tax purposes, but requires the em- 
ployee to pay an income tax upon the 
amount of wages he receives and after- 
ward contributes to the plan. 

One evil which has occurred in the 
past has been the establishment of un- 
funded pension plans for which the 
company has sought to accrue a book 
reserve. The result has been, in the 
case of certain bus companies where 
insolvency has occurred, that the com- 
pany’s employees, instead of having 
the security which they anticipated, 
are in the position of unsecured credi- 
tors. Under the New York plan such 
an accrual would not be allowed as an 
operating expense in a rate case except 
to the extent that actual cash payments 
were made. 


FTER the announcement of the 
policy by the New York commis- 
sion, the question most frequently 
asked was: “How much is this going 
to cost the public?” If our funda- 
mental philosophy is correct, in the 
long run it will cost the public nothing. 
In addition to the benefits which pen- 
sion plans secure, so long as pensions 
are a matter of collective bargaining, 
if a utility is precluded from adopting 
one plan which its employees want, it 
AUG. 14, 1952 


S FORTNIGHTLY 


must compensate for it in some othe 
form with at least equal cost. 

It is the purpose of this article t 
discuss the philosophy of pensions, not 
to suggest hard and fast rules which 
could be universally followed. There 
are, however, certain problems which 
need discussion. 

A distinction is usually made be. 
tween the so-called contractual plan, 
under which the company is committed 
irrevocably to certain pension pay- 
ments, and the so-called noncon- 
tractual plan, under which the com- 
pany reserves the right to terminate 
the plan at any time. In some cases the 
plan is a mixture of the two, such as 
the Bell system plan. That plan may 
be terminated without further liability, 
but the funds already set aside for pen- 
sion purposes must be used to provide 
pensions until exhausted. 

From the standpoint of the lawyer 
there is, of course, a vast legal differ- 
ence between the two plans. If there 
is an absolute legal commitment, a 
present liability has been created and 
provision should be made to meet that 
liability. Probably the major school of 
accountants would insist upon the bal- 
ance sheet showing the extent of such 
a liability. If the plan were noncon- 
tractual, the same school would agree 
that there was no present liability and, 
hence, there would be not only no need 
but, in fact, it would be incorrect ac- 
counting to provide for any reserve. 


| we the practical standpoint under 
existing circumstances, it makes 
very little difference whether the plan 
may be terminated legally by the com- 
pany or not. No company which has 
had a pension plan for any material 
time, even if that plan be styled a 
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voluntary, can abolish it without up- 
setting its existing labor relations ; and 
unless it were able to satisfy its em- 
ployees by some other form of benefit, 
it unquestionably would face trouble 
—probably an interruption of service. 

If we assume the indefinite continu- 
ance of many of the so-called volun- 
tary plans or their change to con- 
iractual plans and attempt to set up a 
reserve on the basis of the present actu- 
arial liability, we would have many 
cases in which the creation of sucha re- 
serve on the books would completely 
wipe out the surplus of the company 
and might seriously impair its capital. 
It is obvious, therefore, that any con- 
version from a voluntary to a con- 
tractual plan must be done by stages; 
and any funding of a pre-existing 
plan, where funding has not been re- 
quired, must be accomplished in the 
same manner. 

There is one easy escape which I 
hesitate to mention; that is to revise 
the accounting concept and argue that 
since pensions are a function of wages, 
there is no more reason to provide 
from current earnings for future pen- 
sions than there is for future wages. 
The danger of such a position is ob- 
vious. If the agreement to pay future 
pensions is a present benefit, then the 
moneys to provide such pensions are a 
present expense. 


oe 


A temptation which comes both to 
management and to regulatory bodies 
is to mortgage the future for the bene- 
fit of the present to avoid rate in- 
creases by holding present operating 
costs to a minimum despite the fact 
that it is obvious that such action will 
have the result of increasing future 
costs. It is easy but it is likewise 
cowardly. Good business judgment 
and sound regulation both require that 
the present should pay its own bills. 


bbe has been said should not be 

interpreted as a condemnation of 
a proper pay-as-you-go plan. The evil 
to be avoided is the distortion of the 
operating statement. Under a pay-as- 
you-go plan, where the deductions as 
an operating expense are only the 
actual disbursements in pension pay- 
ments in any year, there will be no 
serious distortion if the ratio of pen- 
sion payments to the total wage pay- 
ments is reasonably constant through 
the years. 

The weaker the utility financially, 
the greater are the probabilities that 
its employees will not be satisfied with 
an unsecured promise to pay but will 
argue for the purchase of annuities or 
some other form of funding to secure 
their future benefits. 

It has already been urged that the 
form of pension agreements be left to 


. industrial pensions have become an integral part of 


our economy. Whether we would prefer the so-called ‘good 
old days’ or whether we individually have some other social 
concept, we have industrial pensions and we are going to 
continue to have them, and their problems in the regulatory 
field will be lessened when we meet the existing condition 
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collective bargaining. It may be in- 
teresting to speculate as to the form 
and extent of future pension plans. My 
own belief is that neither management 
nor the regulatory commission will 
have much control of that subject, and 
that for the immediate future the 
policy will follow that of the national 
government. I do not know what the 
policy of the National Wage Stabiliza- 
tion Board in respect to pensions is, if 
in fact it has any such policy; but any 
policy—particularly one vigorously 
enforced—will of course affect the 
pattern of collective bargaining. If we 
have a ceiling on wage costs and there 
is included in that ceiling fringe bene- 
fits, such as paid holidays, and pen- 
sions, the tendency in collective bar- 
gaining will be to insist on the entire 
wage benefit being in the form of take- 
home pay. If the emphasis of regula- 
tion is upon take-home pay with little 
thought given to pensions, then the 
drive will be for increased pension 
benefits. If, which seems an utter im- 
probability, all wage benefits including 
pensions are to be frozen, then of 
course the drive would be to fund ex- 
isting pension plans. 


_— all of this what conclusions 
can be drawn as guides? 

1. Pensions, both as to form and 
amount, are a matter of collective bar- 
gaining. They should be regarded as a 
present benefit and no distinction 
should be made between pensions 
based on past and future services. 

2. When a utility seeks to fund 
either a new plan or a previously exist- 
ing plan, it should be permitted to 
spread its funding payments over a 


reasonable period of time just as any 
extraordinary expense should be so 
spread. The period of time over which 
the payments are to be spread will 
vary. Among the elements to be con- 
sidered are the company’s actuarial 
liability, its ability to finance the pay- 
ments, and the avoidance of a distor- 
tion in its income account. 

3. The regulatory commission 
should be vigilant to see that items 
claimed as operating expense for pen- 
sion payments are actually such. 

4. The utility should have the op- 
portunity to know in advance the 
amount of pension payments which 
will be allowable as an operating ex- 
pense in future years for rate pur- 
poses. Where funding is involved such 
a determination is made in connection 
with the utility’s application to spread 
the payments. The determination must 
of necessity be subject to constant re- 
view and modification where neces- 
sary. 

5. If present provision is not being 
made for future pension liability, we 
are loading future customers with ex- 
cessive costs and in some cases may be 
even threatening the financial stability 
of the utility itself. 


| ipa industrial pensions have be- 
come an integral part of our 
economy. Whether we would prefer 
the so-called “good old days” or 
whether we individually have some 
other social concept, we have indus- 
trial pensions and we are going to con- 
tinue to have them, and their problems 
in the regulatory field will be lessened 
when we meet the existing condition 
speedily and realistically. 
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Industrialization and the Cheap 
Power Myth 


This article by a student of economics contends that application 

of the principle of “maximum advantage” by the Federal gov- 

ernment to its adventures in the electric power field must 
eventually result in the nationalization of that industry. 


By JOHN D. GARWOOD* 


EBSTER defines a myth as “a 
WW story, the origin of which is 

forgotten . . . usually to ex- 
plain some practice, belief, institution, 
or natural phenomenon . . . a thing ex- 
isting only in imagination.” It is the 
contention of the writer that the con- 
cept of regional industrialization as a 
result of low-priced power is a myth, 
“a thing that exists only in imagina- 
tion.” 

The widespread use of electric pow- 
er in industry and in domestic use has 
resulted in a demand for increased 
power facilities. It has been alleged by 
public power adherents that this de- 
mand for power should be met by the 
construction of governmentally owned 
power projects. The shibboleth of the 
argument between public and private 


*Assistant professor of economics, Fort 
Hays Kansas State College. For additional 
personal note, see “Pages with the Editors.” 
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power production rests upon the as- 
sumption that low-priced power is 
tantamount to an increase in regional 
industrialization and social welfare, it 
being assumed that public production 
of power means low-priced electricity. 
The cogency of the argument is not 
harmed by those state industrial com- 
missions which stress low-priced pow- 
er as an orienting factor for industrial 
location. 


HE location of industry. The 
earliest significant effect of energy 
resources on the location of American 
manufacturing industries was un- 
doubtedly exercised by water power. 
In the first period of industrial growth 
in this country, wood, which supplied 
almost all fuel needs, was virtually 
ubiquitous. Falling water, which was 
utilized as a source of mechanical en- 
ergy where quantities needed were 
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larger than could be supplied by man 
or beast, of necessity was exploited at 
the site. The early industrial and geo- 
graphical structure of industry in 
New England reflected the orienting 
influence of water power; 7.¢., textile, 
shoe, and paper products were pro- 
duced where the power of “white 
coal” was available. 

The second phase of the location of 
American industrialization occurred 
when iron and steel came to the fore 
as sinews of modern industry. The lo- 
cation of the great Appalachian coal 
fields in conjunction with the iron ore 
of the Great Lakes waterway exerted 
a more profound influence on nine- 
teenth and twentieth century indus- 
trial development than any other 
single factor. The great basic iron and 
steel industry served as a pole of at- 
traction for processing industries and 
stimulated in turn the growth of popu- 
lation and the development of trans- 
portation and other services. Here 
was established the country’s major 
industrial area. A comparable develop- 
ment on a smaller scale took place 
around Birmingham, Alabama. 


Bee. cost of transporting iron ore 
and coal, two weighty and bulky 
materials, is large in comparison to 
other costs in the production of iron 


and steel. Hence, locations were 
sought which would minimize the dis- 
tances which these materials would 
need to be hauled. It is cheaper to ship 
the produced iron to the East coast 
rather than the materials for the pro- 
duction of that iron. Iron and steel in- 
dustries are, without exception, 
oriented to their raw materials. 

The possibility of minimizing costs 
is the basic determinant for the loca- 
AUG. 14, 1952 


tion of any manufacturing industry. 
For example, textile mills which re- 
quire large amounts of relatively un-] 
skilled labor, in the past have located 
in the South because of the differen. 
tial in wages as contrasted to the 
North. Since World War II, many 
northern manufacturers have estab- 
lished branch plants in the South be- 
cause of the increase in the market 
potential in that area; 7.e., a decision 
had to be made as to whether it was 
cheaper to produce in the North and 
ship to the South, or produce in the 
South for the southern market. This 
obviously indicates an orientation of 
industry to the market and the branch 
plants were established as a means of 
minimizing costs of production. 

Others factors which have exerted 
varying degrees of influence upon lo- 
cation include climate, availability of 
buildings and sites, community indus- 
trial structure, transportation facili- 
ties, tax structures, etc. The orienting 
influence of any particular factor is 
dependent upon its place in the cost 
structure of the firm involved. If labor 
cost is the dominant cost in produc- 
tion then it is likely that a location 
will be sought where wage rates are 
relatively low. 


4 i SHE influence of electric power. In- 


dustrial migration and initiation 
of new enterprise in the United States 
reached unprecedented heights in the 
years following World War II. The 
expressed and implied willingness of 
thousands of enterprisers to migrate 
into new geographical areas and to 
initiate operations in new lines of en- 
deavor has been a strong inducement 
for states to proclaim publicly their 
industrial virtues in the hope that mi- 
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Geographical Influence of Power Costs 


mes costs are only one of many costs which must be covered in 
production. The orienting force of any factor cost for industrial 
location is dependent to a great extent upon its proportion of total costs. 
For most industries the power cost is but a small proportion of total 
cost, hence, of little influence in governing the location of operations.” 





grant firms might establish operations 
within their borders. 

Since power rates are a matter of 
public record, and are often more 
easily ascertained than other costs, 
cheap power has been made to assume 
a disproportionately attractive aspect 
by some industrial promotion agencies 
and groups sponsoring public power 
projects. One state industrial commis- 
sion advertises that a location in state 
X “will cut your power costs from 
one-third to one-half.” Too many lay- 
men have assumed that cheap power, 
per se, is a cause for industrialization, 
and that we are now in phase III of 
industrial location; namely, that 
oriented to electric power. 

Electric power costs vary from in- 
dustry to industry. It has been esti- 
mated that the average electric power 
cost for all industries is between 2.5 
and 3 per cent of total costs. For some 
industries the power plays an exceed- 
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ingly small part as a cost factor. Thus, 
in the textile industry it has been esti- 
mated that electric power costs run a 
little over one per cent, for meat pack- 
ing firms about one-fourth of one per 
cent, tire factories a little less than 
one per cent. 


N only a few select industries does 

the power cost assume any sizable 
proportion of total costs. Some chem- 
ical industries may have electricity 
costs as high as 8-9 per cent. In the 
artificial ice industry the cost of elec- 
tric power may run as high as 15-25 
per cent of total costs. In electrochem- 
ical and electrometallurgical opera- 
tions power costs may approximate a 
fourth or a fifth of total costs. For 
these few lines of production cheap 
electric power may orient locations. 
The $8,000,000 nonferrous tube 
plant of the Wolverine tube divi- 
sion of the Calumet & Hecla Con- 
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solidated Copper Company, which was 
located at Decatur, Alabama, in the 
TVA area, is an example of a plant 
seeking cheap electric power. Tech- 
nological developments in the produc- 
tion of these copper and copper-base 
alloy tubes increased the use of elec- 
tric power to the point where this cost 
is an important component of total 
costs. 

Most industrial processes, however, 
do not follow the cost structure of 
these particular industries. 

The area around Tacoma, Wash- 
ington, is able to buy electricity at a 
rate about as low as in any other re- 
gion in the country. The Tacoma price 
is half that for many other cities in 
the nation; i.e., a saving in electric 
power costs of 50 per cent. Assuming 
that the average industry has electric 
power costs of from 2.5 to 3 per cent, 
a Tacoma location would cut total pro- 
duction costs only 1.2 to 1.5 per cent. 
The point is that a huge differential 
in power costs resulted in but a small 
saving in total costs for the average 
industry. 


6 be, bulk of the costs of production 
of most firms may be allocated to 
labor, materials, and transportation of 
raw materials and the finished prod- 
uct. A fairly small differential in costs 
among regions for these factors may 
act as a strong inducement to location. 
It is in the area of these factors that 
there is a greater opportunity for min- 
imizing costs. If costs other than pow- 
er were constant from region to re- 
gion, then cost of power might assume 
a position of strategic importance for 
industrial location. But these factors 
are not constantly priced from area to 
area; hence, very small differentials 
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in these factor prices may offset and 
negate any power cost advantage a 
region might have. 

The writer recently completed a 
study of the location processes of 116 
firms which initiated manufacturing 
operations in Colorado and Utah from 
January, 1946, through April, 1951, 
The major part of the data, concern- 
ing location policies as evidenced by 
new industrial operations in Colorado 
and Utah, were gathered by personal 
interviews with officials and owners of 
the firms. It is the opinion of the writ- 
er that fully 90 per cent of all new 
manufacturing firms in Colorado and 
Utah employing ten or more em- 
ployees were included in the study, 
These new firms produce steel and 
steel products, refined copper, proc- 
essed uranium, gypsum building ma- 
terials, creosoted wood, petroleum 
products, salt, clothing, food and kin- 
dred products, machinery, glass bot- 
tles, furniture, magazines, chemical 
products, aluminum pistons, batteries, 
and many other products of a miscel- 
laneous nature. 


te major economic forces were 

responsible for attracting these 
firms to Colorado and Utah. These 
forces in order of importance were 
markets, materials, labor, available 
sites and plant facilities, and climate. 
Certain other influences of a more sec- 
ondary nature were also noted by the 
representatives of the new firms. A 
few plants were established in these 
two mountain states for purposes of 
“decentralization.” The attractiveness 
of the cities on the eastern slope of the 
Colorado Rockies was a factor of some 
import for some of the owner-op- 
erated firms. 
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In no instance was the cost of elec- 
tric power deemed an orienting force 
of any consequence. Thus, no company 
oficial noted cost of electric power as 
either a deterrent or as an inducement 
to location. Many plant managers and 
company owners readily cited exact 
amounts of labor costs, transportation 
costs on raw materials, transportation 
costs on the finished product, and 
other costs of production. Yet, with 
very few exceptions, the cost of elec- 
tric power was an item which no offi- 
cial remembered offhand. 

In only one company in the group, 
the Carb-Ice Corporation of Denver, 
was the cost of electric power regard- 
ed as a major cost. This company is a 
manufacturer of artificial ice. Ex- 
penditures for electric power were 
estimated to run from 12 to 15 per 
cent of total direct costs for this com- 


pany. The location in Denver was 
premised on the market in the area 
for dry ice. Cost of electric power was 
not regarded as a determinant of lo- 
cation in any way as far as the Colo- 
rado site was concerned. 


Pyeng It seems evident that 


low-cost power alone does not 
suffice to create an industrial area with 
any wide degree of diversification. 
The specifically power-oriented indus- 
tries are few in number and limited in 
character. Where low-cost power and 
electroprocess raw materials occur in 
conjunction, the groundwork exists 
for industrialization in this specialized 
industrial area. 

Power costs are only one of many 
costs which must be covered in pro- 
duction. The orienting force of any 
factor cost for industrial location is 
dependent to a great extent upon its 
proportion of total costs. For most in- 
dustries the power cost is but a small 
proportion of total cost, hence, of lit- 
tle influence in governing the location 
of operations. 

The locational influence of low-cost 
electric power is rather that of “im- 
proving the industrial environment.” 
Obviously, low power rates are not 
unwelcome. They are not, however, 
a force of considerable moment in the 
location of industry. 
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AM convinced that we in business will deceive ourselves 
if we think that a change in political parties in our na- 


tional government next November will, in itself, bring about a 
change in our ultimate destiny. 

“We should, I believe, recognize that there must be a revival 
of fundamental beliefs in basic principles—a return to values 
that are deeper and broader than the number of television sets 
and bathtubs per capita as a measure of spiritual and material 
welfare. There is no gainsaying the fact that American business 
has done a wonderful job in this area—the area of ‘Better 
Goods for More People at Lower Cost.’ 

“But this has not been enough to keep us from going down 
the road to statism at a rapidly accelerated pace and from rely- 
ing on government for the things which we can, in the long 
run, only provide for ourselves.” 

—BEN MOREELL, 
Chairman of the board, Jones & Laughlin 
Steel Corporation. 
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Finding Utility Money for 
New People 


Rapid expansion has become almost an accepted and normal 

state of affairs on our West coast. Here is how a large utility 

company is coping with the steadily galloping increase of 
demand for more and more plant facilities. 


By JAMES H. COLLINS* 


population as they did for rain 

—gentle showers of well-heeled 
newcomers, arriving in an orderly 
way, starting new enterprises, creat- 
ing new jobs. 

But these prayers were often an- 
swered by cloudbursts of migrants 
like the war workers of a decade ago, 
for which communities and utility 
companies are still seeking money to 
provide services. 

Typical and dramatic was the lo- 
cust flight of the “Okies” during the 
depression years, the subject of John 
Steinbeck’s novel, The Grapes of 
Wrath. 

In Oklahoma, tens of thousands of 
small farmers were uprooted by 
drought, crop failures, foreclosures, 
dust, and the coming of the tractor, 
to cultivate their abandoned holdings 
in big-scale farming. “Tractored off” 


*For personal note, see “Pages with the 
Editors.” 
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[ California they used to pray for 


and allured by promises of work in 
California, they started West, in de- 
crepit cars, and on the last gallon of 
gas, reached fruit and vegetable 
growing areas like Salinas and the 
Imperial valley. Almost overnight 
there rose slums of shacks and tents, 
disrupting and frightening to these 
communities. That such refugees 
would ever be customers for light, gas, 
telephone, or community services did 
not seem likely. Their immediate need 
was the next meal. 


cé S° this is population!’ muttered 
Californians. 

“So this is California!” complained 
the “Okies,” in hard rivalry for days’ 
work in the groves and fields. 

But presently they began to get on- 
to their feet, to establish homes, send 
their children to school, become tax- 
payers, and customers for utilities. On 
the edge of Salinas there arose a new 
suburb nicknamed “Little Oklahoma.” 
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Bankers reported that equities in 
homes there were larger than in older 
neighborhoods, that instalments were 
paid more promptly on mortgages, 
and that the “Okies” were industrious, 
well-behaved, and a credit to the com- 
munity. Today, many a prominent 
California citizen, property owner, 
and employer, in farming or business, 
stems from an “Okie” family. 

Not only in California, but the Pa- 
cific coast states, generally, have 
learned that population may be set on 
a hair trigger. Instead of the tourist 
spending money, with about one in 
ten eventually coming back to live, 
there have been war workers, and mili- 
tary camps set down in the wilder- 
ness, later to become communities. 

Ten years ago it was expected that 
the workers who flocked in to build 
aircraft and ships would go back 
home, and that the West’s war indus- 
tries would mostly vanish. But these 
industries were converted to peace 
products, and the workers stayed. 

The problems of new plant and fi- 
nancing loaded onto utility companies 
were still far from being solved when, 
with the Korean war, there started up 
a new migration. This is now under 
way. Nobody as yet foresees the end. 


|B pane the past ten years more 

people have migrated to Wash- 
ington, Oregon, and California than 
during the hundred years after Lewis 
and Clark claimed the Northwest ter- 
ritory for the United States. Since 
1940 the population of the Pacific 
coast states has risen from less than 
ten millions to over fifteen millions. 
The increase is about equal to the 
population of the eight neighboring 
Mountain states. It is better than three 
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times (57 per cent) the national in- 
crease (17 per cent). 

Standing next to New York among 
the states, California projects its 
population growth curve, expects 
twenty millions within the next few 
decades. Utility statisticians count 
households, expect seven million in 
the Pacific coast states by then—for 
the people are coming at the rate of 
20,000 a month. 

The West likes to cail this “the 
greatest mass migration in history.” 
History is long. We do not know all 
of it. 

Is this the answer to prayer? 

Looking back to the winter’s rec- 
ord-breaking snowfalls and the threat 
of floods in the lowlands, the West 
prays not quite so hard now for rain. 
And on population it is now inclined 
to say, “Let’s try and take care of the 
people we have already.” 

Utility men have a large part of 
that responsibility, and could work 
better if they had a breathing spell to 
take care of those who have arrived 
before more come in. With the inter- 
national situation likely to develop 
anything, they do not count upon it. 


| F geeee Americans as they have 
been displaced the past ten years, 
whether they are “tractored-off” ref- 
ugees, or young “tech” graduates 
pursuing jobs, will seek new oppor- 
tunities, take new roots, grow. Even 
the refugee who arrives destitute will 
be a customer for electricity, gas, 
phone service in a couple of years. 
This spells astronomical investment 
figures that delight the statisticians, 
but provide headaches to hard-driven 
utility executives. 
AUG. 14, 1952 
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The problem of new plant for new 
people is dramatically shown in the 
construction and financial problems of 
the Pacific Telephone & Telegraph 
Company. Other utilities are local or 
regional. That company serves the 
three coast states, with Nevada and 
part of Idaho. Telephone service is 
universal, and telephone executives 
maintain that they have had the big- 
gest job of expansion the past ten 
years. And can prove it. For Pacific 
Tel & Tel’s plant has about trebled in 
that time. 

But Pacific Telephone people don’t 
talk very much about their billion- 
dollar construction job. They point 
out that they’re an outfit that is 
interested in doing a good telephone 
job in some 1,200 communities on the 
coast; and as 96 per cent of those 
towns have less than 25,000 popula- 
tion, their business is essentially a 
small-town business. When you come 
right down to it, with the average 
telephone call priced at about eight 
cents, Pacific Telephone is kind of a 
small-town five-and-dime operation. 
But the over-all job—and statistics— 
are staggering. 


| grande construction program 
from 1946 through December, 
1951, ran to $1,070,120,057. That 
amount of money would have built 
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the California Central Valley project, 
including Shastadam ($350,000,000), 
Coulee dam ($361,000,000), Bonne. 
ville dam ($88,000,000), San Fran- 
cisco-Oakland Bay bridge ($73,000- 
000), Golden Gate bridge ($35,000, 
000), Mt. Palomar telescope and ob- 
servatory ($7,000,000), and have left 
over some $156,000,000 (for another 
bridge). 

Some of the construction jobs have 
been done in unlikely places, like the 
million-dollar system built fast, in the 
Nevada wilderness, for the Atomic 
Energy Commission’s weapon-testing 
grounds. That project is “Mercury.” 

Said the telephone engineers, “Fits 
us—we are the modern wing-heels.” 

If a war worker simply moved into 
Seattle, Portland, San Francisco, or 
Los Angeles, and added one more 
telephone subscriber, the thing might 
be a little simpler. 

But there is a “growth pattern.” 

He goes to work in an expanding 
aircraft factory that needs fast-grow- 
ing phone service. He lives in a new 
residence section that was fields yes- 
terday, and the telephone lines have to 
go out to him. He acquires the western 
telephone habit, making more calls— 
the growth pattern is a new version of 
the wide-open spaces. Living away 
from it all gives him a more reasonable 
home investment or rent, better living 


Washington, Oregon, and California than during the 


q “DurIincG the past ten years more people have migrated to 


hundred years after Lewis and Clark claimed the Northwest 
territory for the United States. Since 1940 the population 
of the Pacific coast states has risen from less than ten mil- 
lions to over fifteen millions. The increase is about equal to 
the population of the eight neighboring Mountain states.” 
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conditions, more outdoor life. High- 
speed freeways are being built to fa- 
cilitate his movements. The telephone 
pattern now is something that would 
have been strange to engineers of 
twenty years ago. 


par mag there was a song about 
making a home in the San Fer- 
nando valley. During the past ten 
years about 310,000 people have done 
it, and in the dooryard of most homes 
you will find one or two apricot, 
peach, or orange trees that are much 
older than the home. Before the war 
migration following Pearl Harbor, 
this valley was largely horticultural, 
and the trees were left in dooryards by 
subdividers. 

San Fernando valley is a suburb 
of Los Angeles, part of it in the city 
limits, and growth is going on lustily. 


On a recent day, telephone commer- 


cial engineers found 10,000 new 
houses abuilding in the valley, and in 
a hopscotch pattern that complicates 
telephone service, and makes it more 
expensive. 

Twenty miles south of Los Angeles 
a new residence suburb started in the 
fields two years ago, and is now capa- 
ble of housing 70,000 people. Homes 
have been finished at the rate of one 
every five minutes. Translate that into 
applications for phones. This problem 
fell principally to the Associated Tele- 
phone Company, an independent con- 
necting company, and second largest 
on the coast. 

Northeast of Sacramento, there 
were fields at war’s end, cheaper land. 
Mass building of houses, high-speed 
highways, and the desire for outdoor 
living have drawn people to create a 
great new suburb. This “horizontal” 
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community growth is going on from 
San Diego to Seattle. It is the latest 
trek to the wide-open spaces. 


[ Rip Van Winkle had been a tele- 
phone engineer, projecting growth 
curves into the future, and had taken 
a 6-year nap after the war, he would 
wake to an utterly strange world. His 
curves would not simply be growing, 
but taking microwave jumps. 

This stretching of communities 
plays pranks with old subscribers. 
They go farther out to live. Under old 
rate structures they would pay more 
for local calls. But they want to talk 
as freely, at the same rate, from house 
to office or job, to relatives and 
friends. 

So base rate areas have been altered 
to fit such conditions. To date, about 
350 revisions have been made by Pa- 
cific, adding in excess of 800 square 
miles. These base rate area expansions 
continue. In addition to these expan- 
sions, local calling areas have been ex- 
panded for many communities 
through the introduction of extended 
service so that calls to more telephones 
and to wider areas can be made with- 
out toll charges. 

Then, in the center of Los Angeles 
there is cleared an area large enough 
for a farm. The other day it was thick- 
ly built up, but with old houses and 
ramshackle shops. Now it is barer than 
a bombed area, and almost terrifying. 

This is the solar plexus of new 
speedways, under construction, where 
traffic coming from all points of the 
compass will pass through the city 
overhead. Tens of thousands of tele- 
phone subscribers have been moved, 
and utility companies, besides provid- 
ing new plant to serve them where 
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Quality Not Neglected in Rush to Provide Phone Service 


¢ a QUANTITY demands for new service are staggering, 

Pacific Tel & Tel reports that it is meeting new demands for 
QUALITY. Westerners have always been liberal users of the telephone. 
Phone growth is double population growth. Turnover is high (1,950,- 
000 changes in California last year), indicating that a mobile population 
applies for phone service wherever it goes—and has, until the war 
years, been confident of getting it. San Francisco has next to the highest 
percentage of telephones in the world, 55.5 to every hundred persons.” 





they now live and keep shop, have had 
to finance costly changes in their dis- 
tributing systems. 


\ ‘ J MILE quantity demands for new 


service are staggering, Pacific 
Tel & Tel reports that it is meeting 
new demands for quality. 
Westerners have always been lib- 
eral users of the telephone. Phone 
growth is double population growth. 
Turnover is high (1,950,000 changes 
in California last year), indicating 
that a mobile population applies for 
phone service wherever it goes—and 
has, until the war years, been confi- 
dent of getting it. San Francisco has 
next to the highest percentage of tele- 
phones in the world, 55.5? to every 
hundred persons. 


1 Washington, D. C., 60.6 per 100. 
AUG. 14, 1952 


The West has a higher per capita 
income than the rest of the country 
as a whole, a fact often cited in proof 
that more families can afford a phone, 
a television set, a bigger car. 

However, everybody is equal today 
in a butcher shop! 

This western stress on quality of 
phone service shows up most dis- 
tinctly in toll business, which is com- 
munication to carry on industry, trade, 
farming—work! 

More than 8,000 new manufactur- 
ing enterprises have been established 
on the Pacific coast since 1940, more 
than 100,000 new trade and service 
enterprises. There are new industries. 
Aluminum for an example, not a 
pound of it produced in the West be- 
fore the war, and now three great 
companies — Alcoa, Reynolds, and 
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Kaiser — produce about half the na- 
tional output. Iron and steel—sparked 
by war demand, the western mills have 
expanded at four times the national 
rate. Lumber, pulp, oil, farming are 
thriving on new population, and even 
more sO on research. 


jim West does a tremendous busi- 
ness with itself, and it is based on 
communication. The equivalent of 
more than a thousand new toll lines 
has been built from Canada to Mexico, 
largely to handle interstate and inter- 
industry business. Los Angeles has 
in two years boomed into a million 
television set area, and coaxial and 
microwave connections are reaching 
up and down the coast, and to the At- 
lantic. 

Incidentally, the Los Angeles gar- 
ment industry now attracts thousands 
of store buyers from all over the 
country, and toll business to the East 
then is heavy. 

More than 199,000 rural phones 
have been added the past six years, a 
gain of from 43? to 65° per cent, and 
the farmer wants quality service. The 
traditional party line over a barbed 
wire telephone system with country 
wives keeping tabs on the neighbors— 
in the Pacific coast region that is dis- 
placed by the modern farmer’s in- 
creased use of long-distance service. 

The farmer has apricots or berries 
coming along, or carrots, melons, to- 
matoes. With a margin of one week 
for harvesting, he watches markets. 

His crop will be sold through a 
marketing agency that has offices in 
all the national consuming centers, 


2 Per cent telephones to rural establishments 
12/31/45 = 43 per cent. 

3 Per cent telephones to rural establishments 
12/31/51 = 65 per cent. 


219 


with salesmen calling every morning 
on produce jobbers. He calls into his 
marketing agency, in Los Angeles, 
Seattle, San Francisco, getting quota- 
tions, and forecasts, based on teletype 
reports from offices over the country. 
Presently there is a favorable market, 
he harvests, packs, ships. The market- 
ing agency teletypes its salesmen that 
so many cars of cherries or lettuce are 
rolling. Its salesmen find produce 
trade buyers. The telephone has made 
the difference between profit and loss 
on the farmer’s crop— and now his 
wife can again talk with the neighbors. 


6 bes Irishman who had to run like 
heck to stay where he was would 
find himself at home in Pacific Tel & 
Tel planning departments. For it is 
impossible to forecast with precision 
the volume or kind of phone service 
that will develop in any given area the 
next two or three years, or even the 
coming year. As plant cannot be built 
overnight, plans embody much “‘if- 
but-and.”” They must be tentative and 
flexible, subject to revision. 

It all takes money, and different 
kinds of money. 

In Oregon, the company does busi- 
ness with two kinds—the revenue 
coming from subscribers, and the in- 
vestment capital put into enlarged 
plant. Total Oregon billing for one 
year added up to less than $29,000,- 
000. But in that year alone $26,000,- 
000 were expended for new plant and 
equipment, and operating expenses 
amounted to $25,000,000. 

The town of Springfield, Oregon, 
had 649 subscribers at the end of the 
war. As a result of the new people 
who came population increased 184 
per cent. Phone plant had to be ex- 
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panded to over 5,000 telephones, cost 
about $1,800,000. 

And where before the war a phone 
for a new subscriber cost around $170, 
figuring in everything, today the av- 
erage cost is about $430 throughout 
the Pacific territory. Equipment prices 
have increased, labor costs have risen, 
but, perhaps more than these, the 
spreading out of communities is re- 
sponsible. 


8 Bewrn. according to conservative 
estimates, one new house in every 
six under construction in the United 
States is in this company’s territory. 
During the next ten years, it will be 
about one in four. 

New people, new communities, new 
industries —- and money, money, 
money! 

What do utility companies use for 
money on the Pacific coast? 

Has new gold been discovered? 

That is the $64,000,000 question to 
which utility people, regulatory com- 
missioners, and the public are seeking 
the answer. 

Since the end of 1945 Pacific Tel & 
Tel has raised $659,912,700 of new 
permanent capital. In its preceding 
70-odd years from the first western 
telephone in 1876, it had raised only 
$403,125,000. Its postwar financing 
has been larger than that of any utility 
in its territory and larger than that of 
any other telephone company except 
American Tel and Tel. 

This new capital was raised by sell- 
ing $355,000,000 of long-term bonds 
at competitive bidding within six 
years and 3,049,127 par value com- 
mon shares at $100 par. 

In doing this the company’s capital 
structure was weakened. 
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It began living off its credit estab- 
lished during earlier years. 

At the end of 1945 the company’s 
debt ratio was 20.7 per cent—and that 
was a good thing for Pacific Tele- 
phone and the telephone-using coast. 


6 Peed its debt is around 40 per 

cent and at times during the post- 

war financing it has been even higher. 

Why didn’t the company raise new 

capital by selling more stock and less 

bonds and protect its capital struc- 
ture? 

Because, despite its huge volume of 
business, Pacific Telephone’s earn- 
ings were not high enough to make its 
stock attractive to investors. It had to 
go into debt. As the debt ratio in- 
creases and its credit consequently be- 
comes impaired, its bonds, too, are less 
easy to market and the interest rates 
go up. The investor notes the com- 
pany has become a poorer risk and 
wants to know why and begins asking 
pointed questions about the financial 
health of the company. 

Since 1947 the market for Pacific’s 
new issues has had ups and downs, 
complicated by lags between wage in- 
creases and rate increases, the state of 
the money market, and so on. 

But it all adds up to the fact that 
earnings are down, and Pacific securi- 
ties have reflected that fact. But dur- 
ing the past six years everything has 
been thrown off balance by rising 
costs, unprecedented demands for new 
plant, and lags in adjusting telephone 
rates to the new conditions so that 
earnings will correspond. 

In the end it all comes down to rate 
adjustments that will permit reason- 
able profits on the postwar expanded 
plant, and for the kind of service its 
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western customers are accustomed to 
getting. 

The customers will have to make the 
final decision. 


i bien will be applications for rate 
increases entered before state 
regulating bodies, and the usual pleas 
and protests. But no arguments, how- 
ever slick, and no clamor, will in any 
way affect the facts. The Pacific coast 
wants telephone service in sufficient 
volume, and of high quality, and con- 
stantly getting better through techni- 
cal improvements. In the past it has 
always paid for such service, and 
Mark Sullivan, president of the com- 
pany, is confident that there will be no 
difficulty when his customers under- 
stand the situation. For the moment 
it is complicated. But the essentials 
are simple: 


“Good earnings for Pacific Tele- 
phone are good for everybody in- 
volved in the telephone business,” says 
Sullivan, “‘and just about everybody is 
involved in the telephone business 
these days. 

“What I am asking for is a public 
interest profit—one that enables the 
company to plan and act for the long 
pull. It certainly is in the public inter- 
est to do an economical job by avoid- 
ing the waste of short-term month to 
month planning and building which is 
all that can be done with an inade- 
quate return. We ask for a good profit 
so that we may make tomorrow’s tele- 
phone bill buy more and better tele- 
phone service for our customers. We 
want the chance to do our utmost to 
develop the coast and to serve its peo- 
ple without the restraint of inadequate 
preparations for the future.” 





Corporation Profits 


<4 Oz system of private enterprise, with its initiative and 

driving force, has brought about in this country the 
highest standard of living that the world has ever known. With- 
out the incentive for profit, this system could not exist very long. 
Its successor would be some form of central planning character- 
ized by bureaucratic mediocrity. . . . 

“Profits have a definite economic function. Part of the net 
profits of corporations are usually paid out as dividends to the 
stockholders. The willingness of the latter to assume the risk 
of ownership in the hope of a return on their investment has 
furnished the capital necessary for the development of American 
business enterprise. Since the owners of a corporation shoulder 
the risk of no profit, they are entitled to a return when there 
are profits. The remaining share of profits is put back into the 
business to be used for new and better machinery and plants, 
research on new products, and other such purposes which con- 
tribute to the éfficiency of the nation’s industrial machine.” 


—Excerpt from The Cleveland Trust Company 
Business Bulletin. 
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They Keep Them Happy 
On the Farm 


Utilities are discovering that helping farmers, along 
the right of way for new lines, fight erosion is paying 
off in terms of better public relations. 


By HENRY F. UNGER* 


UBLIC utilities are discovering 

that keeping the farmer happy on 

his farm is paying off in public 
relations dividends and in a greater 
degree of service to customers. The 
happiness weapon used by the utilities 
is soil conservation. 

Not strictly in the farming business 
to raise products to sell, utilities, such 
as the Natural Gas Pipeline Company 
of America, the Texas Gas Transmis- 
sion Corporation, the Panhandle East- 
ern Pipe Line Company, and the Ten- 
nessee Gas Transmission Company, 
have nevertheless tied in their pipe- 
line right-of-way operations so inti- 
mately with the farmer’s work that the 
man of the soil is noting the beneficial 
change to his agricultural acres. 


*For personal note, see “Pages with the 
Editors.” 
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They are peculiar type farms that 
the utilities are watching over. 
Imagine a farm 50 feet wide stretch- 
ing for about 2,600 miles through the 
states of Texas, Louisiana, Arkansas, 
Mississippi, Tennessee, Kentucky, In- 
diana, Ohio, and Illinois. That’s the 
kind of farm the soil conservation ex- 
perts of the Texas Gas Transmission 
Corporation work over and supervise. 
Purpose of the entire program is to 
seed and, where necessary, terrace the 
right of way for the mutual interest 
of the farmer and the company. The 
utilities realize that there must be a 
stable soil covering on the pipelines in 
order that the consumer be furnished 
with a continuous supply of gas which, 
in turn, makes possible the metropoli- 
tan and industrial strength of the na- 
tion. 

The natural gas pipeline companies 











realized quickly that a soil conserva- 
tion program was a “must” if peak 
efficiency and co-operation with the 
farmer were to succeed. They fore- 
saw that their high-pressure lines had 
to cross the vast stretches from the 
Panhandle of Texas to the city limits 
of Chicago. They had to cross the 
plains and hills and streams and the 
rivers. The lines had to cross bluffs 
and breaks, rolling hills, flatlands, and 
swamps—land that is too dry at times ; 
land that is soaked in water at times. 
The right of way in general, by 
necessity, had to follow a straight line 
regardless of soils, land slope, geo- 
graphic or physiographic obstacles. 
In many areas the right of way crossed 
undisturbed, well-protected grazing 
lands. Other sections of land were 
farmed and eroding at a very rapid 
rate. The utilities discovered that gul- 
lies were constantly forming, under- 
mining the line and causing potential 
disruptions to the line. Only a quick 
program of soil conservation could 
help the situation. 


Bian farmer himself by his back- 
ward practices in many areas was 
contributing to the erosion and the 
pipeline was gradually creeping nearer 
and nearer to the surface of the field. 
Floods from uncontrolled water in 
watersheds above the pipelines were 
producing major headaches for the 
utilities. 

Pipeline company men know that a 
large-diameter, high-pressure pipeline 
has special problems not usually found 
in smaller lines. One of the problems 
is the internal force of the gas under 
pressure to continue in a straight line. 
Another is the buoyancy of the large- 
diameter pipe in water-filled ditches 
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which have lost all or a part of their 
back fill. 

Experts with the pipeline utilities 
realize that the best method used for 
holding pipe more firmly in place is a 
permanent dirt cover of sufficient 
depth to oppose the internal force of 
the gas and the pipeline buoyancy. 
They know too that erosion will lift 
this cover and then the pipe has a 
tendency to shift, with the result that a 
severe straining at the couplings pro- 
duces leaks. Once the back fill is lost, 
more strains are placed on the joints 
of a couple line. The experts who had 
studied the problem for the utilities 
discovered too that it was more than 
an engineering headache. The soil 
stabilization right of way had to in- 
clude vegetative cover, special erosion- 
control practices, fertilizers, soil- 
management techniques, and special 
tillage practices. 


ss in 1931, erosion control had 
not been practiced on a national 
or even regional scale. The utilities, 
without previous experience to guide 
them, failed to realize that the erosion- 
control practices must include contour 
farming, terrace construction, and 
even some legume and grass planted 
along with the concrete structures, 
draw down tubes, and other items at 
important sections. 

At first, it was hard sledding. Farm- 
ers, a little cool to the idea, balked. 
But the utilities went ahead. They 
urged the more tractable farmers to 
build terraces for water diversions off 
of steep hillsides. Where gullies were 
severely eroded, wire and brush dams 
were constructed. Large forces of men 
with shovels, trucks, and teams which 
had been hired by the pipeline com- 
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pany resembled the WPA projects. 
The whole program, however, under 
these methods proved too costly, and 
often the utilities were reminded that 
the company possessed only a pipeline 
easement across the land. The farmers 
also felt that the whole program was 
strictly a company problem. 

By 1935, however, greater strides 
were taken. CCC camps and the U. S. 
Soil Conservation Service erosion- 
control projects were founded. The 
utilities’ would-be experts watched the 
new methods and applied them and 
gradually they were paying off in 
more confidence in the company. In 
1937 state legislatures threw into the 
law baskets legislation which enabled 
farmers and ranchers to organize, un- 
der their own state laws, soil conser- 
vation districts. This was the blend- 
ing stick between the farmer, the pipe- 
line company, and the Soil Conserva- 
tion Service. In a short time, an accel- 
erated program included channel 
straightening, stream-bank protection, 
and the installation of permanent 
structures in a number of smaller 
waterways. 


to Natural Gas Pipeline Com- 
pany at this time introduced a 
program of welding sleeves over coup- 
lings in flood areas, lowering lines on 
eroding hillsides in river and stream 
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channels and even through the flood 
plains. This gave a more permanent 
cover for the lines when under water. 

By this time, the farmers had been 
won over through the efficacy of the 
soil conservation methods. In 1942, a 
concentrated attack on the erosion 
problems was carried out by govern- 
ment and company pipeline crews. 
Mile-by-mile surveys were begun and 
the most erodible sections were chosen. 
The experts discussed the problems 
with the farmers and both sides be- 
came exceedingly soil conservation 
conscious. 


"; oe example of how the en- 
tire program lifted the farming 
potential of the farm owner and 
helped the utility was a 160-acre farm 
in Nebraska. The farm was in sad con- 
dition when the present owner pur- 
chased it a year before the utility went 
to work on it. Gullies were slashing 
the farm into pieces like a pie after 
cutting and sheet erosion had taken 
away much of the topsoil. The utility 
was worried about its pipeline. 

The experts tackled the problems. 
The whole conservation plan was un- 
folded for the farmer and it was di- 
vided between the company and the 
farmer. Both have the assistance of 
the local soil conservation service 
technician. Hard work has changed 


ing on the pipelines in order that the consumer be furnished 


q “THE utilities realize that there must be a stable soil cover- 


with a continuous supply of gas which, in turn, makes pos- 
sible the metropolitan and industrial strength of the nation. 
The natural gas pipeline companies realized quickly that a 
soil conservation program was a ‘must’ if peak efficiency 
and co-operation with the farmer were to succeed.” 
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the gullies into grassed waterways and 
a structure allows excessive water 
safely into a drainage below the farm 
and the land is terraced and the whole 
area contour farmed. Also, grass-le- 
gume mixtures are used to produce 
fertility. 


foe owner is convinced that the 
help of the utility produced for 
him a more productive farm. More 
crops on fewer acres show up on his 
annual reports. At the same time, the 
utility has a safe line with which to 
deliver his product to the big centers. 

So that a constant high degree of 
operation is in effect, outfits like the 
Texas Gas Transmission Corporation 
maintain an expert, vigilant staff of 
men in the soil conservation field. Re- 
sponsible for the great advances in 
this field for the corporation was J. 
William Carneal, who until recently 
headed the soil conservation depart- 
ment of the utility. As with most of 
these experts on soil conservation for 
utilities, Mr. Carneal knew his agri- 
culture. Born and reared on a Ken- 
tucky farm, he studied agriculture in 
high school and in college. He even did 
graduate work in soils at the Univer- 
sity of Kentucky. Typical of the men 
in the field, Mr. Carneal, prior to 
joining the utility, had supervised the 
construction of lakes, terraces, drain- 
age ditches, and roads and also helped 
to reclaim waste land. Although now 
promoted to manager of housing, Mr. 
Carneal has been succeeded by his 
right-hand man, Aaron H. Griffin, 
another veteran farm dweller and 
agricultural college graduate with con- 
siderable experience in soil conserva- 
tion. Owner and manager of a farm, 
Mr. Griffin is able to better see the 
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farmers’ point of view when he deals 
with them. 

The task of the chief soil conser- 
vationist of the utilities is to contact 
as many farmers along the line as pos- 
sible. The farmer’s permission is re- 
ceived for seeding a permanent pas- 
ture mixture or a temporary winter 
cover depending upon his own plan 
for the land involved. Should the 
farmer decide to turn the land back 
to rotation, a temporary seeding is ad- 
vised. Both mixtures, temporary and 
permanent, are properly fertilized. 


S° that every right of the farm is 
protected, each farmer is contacted 
by the foreman prior to starting any 
conservation work on a given farm. 
Since his “farming interests” are a 
long one, the conservationist of the 
utility must use every type of trans- 
portation. The chief of the department 
at Texas Gas has used, for instance, 
airplanes, automobiles, jeeps into 
highly inaccessible places, as well as 
boats. A great deal of hiking is also 
used by the conservationist to reach 
some areas of the right of way of the 
line. 

The Texas Gas utility divides its 
pipeline system into three divisions 
with soil conservation assigned to each 
section and the chief soil conserva- 
tionist being responsible for the en- 
tire system. To keep a constant and 
thorough check on the system, the en- 
tire “farm” of 2,600 miles is covered 
at least once each week by an aerial 
patrol and a detailed report of condi- 
tions observed is made to the soil 
conservationist. In addition to this 
method, the maintenance men cover 
the entire system at least once each 
month on foot and report the condi- 
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Conservation——A Local Responsibility 


¢ ah pee soil conservation program of the utilities is giving them the 

opportunity to become a part of a community. It enables them to 
help meet the common community problems and to help spread the gospel 
of conservation. Through the program, the utilities introduce new 
strains of grasses, new methods of control, and they help increase the 
profits of the farmers, which tend to keep everybody contented.” 





tions observed. Combining the aerial 
reports with the ground reports gives 
the utility a lucid, over-all picture of 
the conditions and enables it to make 
general plans and recommendations. 

Each farmer has his individual 
problems and the utility always con- 
siders these problems when approach- 
ing the owner of the farm. While 
thinking of the farmer’s needs, the 
utility must also keep in mind the pro- 
tection of its own right of way. 
Complaints of the farmer are few and 
these usually stem, not from what the 
utility has accomplished toward con- 
serving soil, but rather from the fact 
that the utility had not accomplished 
needed work as soon as the farmer 
had expected, especially during the 
rush season. 


| green equipment of the utility 
keeps the soil conservation pro- 


gram going and cuts expenses in the 
long run. For instance, the Texas Gas 
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utility uses 4 draglines, 8 bulldozers, 
14 farm tractors with necessary at- 
tachments, 16 crew trucks, sizes 1}- 
ton with tilt top trailer, and other mis- 
cellaneous small tools and equipment 
which might be necessary. Personnel 
handling this equipment are employed 
as permanent pipeline maintenance 
men and are trained especially for 
this job by the utility, as well as for 
the operation and maintenance of the 
pipeline system. 

No specific amount of time is al- 
lotted to any one farm by the soil con- 
servationist or by the crew perform- 
ing the work. Only the erodible por- 
tion of the pipeline rights of way is 
covered by the soil conservation pro- 
gram, which means that the time con- 
sumed on each job will vary. 

According to Mr. Carneal, the big- 
gest problem encountered by the Texas 
Gas utility is the overgrazing of the 
rights of way by farm livestock. 
Heavy grazing is very harmful to 
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young grass and legumes and general- 
ly cannot be controlled by the com- 
pany and often the farmer is helpless 
in his attack on the problem. 

Other problems encountered by the 
utility’s maintenance men are farm- 
ers who burn overland in the fall and 
spring. This practice is detrimental to 
young grass and legumes. Adverse 
weather conditions are also a setback 
to the work. During the winter months 
it is difficult to maintain waterways, 
terraces, diversion ditches, and other 
sections which are a part of the pro- 
gram. Usually the work is done by 
hand during this period when power 
equipment is not taken on the right of 
way except in an emergency. How- 
ever, the work proceeds and the farm- 
er is kept happy. 


‘ | ‘HE route of the pipeline is deter- 


mined by the engineering depart- 
ment on the basis of need, gas sales, 
delivery points, and in keeping with 
good construction practices, usually 
following the most direct route be- 
tween two points. No effort is made 
to avoid certain farmer territories. 

The choice of both seed and ferti- 
lizer is determined for each locality 
after consultation with county agri- 
culture agents, vocational agriculture 
teachers, soil conservation personnel, 
and farmers in the area. Every effort 
is made to give the farmer a satisfac- 
torv treatment. 

The soil conservation department 
of the utility makes it clear that any 
landowner has the privilege of plant- 
ing anything he cares to on his prop- 
erty. If, however, the farmer does not 
intend to sow on the right of way, the 
chief conservationist asks permission 
to seed the right of way across his 
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farm if it is sloping or rolling land. 

Plants selected are usually chosen 
for various reasons: for their winter 
hardiness; for their soil holding 
ability ; for forage for livestock. Some 
are adapted to wet land, most are acid 
tolerant, and all are fine pasture 
grasses. In addition, when necessary, 
a winter small grain is sown with the 
grass mixtures. In the spring, legumes 
are added. 

The Texas Gas Transmission Cor- 
poration’s soil conservation program 
was founded in the fall of 1949. Eight 
seeding crews, located about 75 miles 
apart, were assigned from 400 to 500 
acres to seed. At the outset, the prog- 
ress in acres per day was negligible 
because of the numerous fences, roads, 
creeks, and the rivers that had to be 
crossed or forded by the mechanized 
equipment. The employees often had 
to seed the land by hand when the 
slopes proved too tough for the power 
equipment. Crews also in many cases 
had to travel up to 50 miles to and 
from work in many areas and this 
slowed progress. 


o seed the land each crew had a 

flat bed truck for hauling seed, 
fertilizer, and personnel; a tractor; 
grain drill; disc harrow; cultipacker, 
terracing blade; scoop; and mowing 
machine. In order that the entire soil 
conservation program succeed, the 
farmer’s co-operation was requested. 
If tender seedlings were grazed be- 
fore they were thoroughly established 
they would fail. The farmer was ad- 
vised that small grain should be from 
eight to ten inches high; when grazed 


.down to about six inches, high stock 


should be removed. The chief soil con- 
servationist insists that if the seeding 
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is grazed continuously, no matter how 
good, it will be a failure and both the 
farmer and the utility lose out. 

The initial program of seeding, ter- 
racing, mulching follows construction 
as closely as possible and usually is 
considered a part of the construction. 
When all of the erodible land has been 
treated the utility switches to the 
maintenance program in which the 
utility is a continual watchdog, for 
erosion which may develop. Every ef- 
fort is made to reseed and fertilize 
any area of eroding land which does 
not have adequate vegetative protec- 
tive cover. This is done in the proper 
season. Terraces, diversions, grass 
waterways, and stream bank protec- 
tion get special attention and are con- 
stantly watched by the maintenance 
crews. 


rome objectives of the utility 

have been accomplished. Not all 
the right of way receiving the once- 
over treatment is free from erosion. 
The utilities do not expect 100 per 
cent success. Important factor to the 
utility is that public relations are defi- 
nitely improved. Farmers in the be- 
ginning were mystified by the con- 
struction and were certain that their 
farms were being seriously damaged 
by the line. The kind words and, more 
important, the success of the soil con- 
servation program have changed their 
mind. They are now pleased with the 
program of the utilities. Productivity 
has also increased. According to Mr. 
Carneal, “if, for a cultivated crop, the 
farmer plows up the sod established 
by us, the fertility program we have 
inaugurated will increase his yields 
over what they would have been. If 


he does not follow the cultivated crop 
with sod-producing plants, native 
vegetation will be more dense than it 
would have been had the right of way 
been untreated.” 

The better relationships between 
the farmer and the utility because of 
the soil conservation program have 
lifted the esprit de corps of the com- 
pany field personnel. A program com- 
paratively free of interruptions can 
be laid out now and more work is ac- 
complished, and over a long period it 
is found that preventive work is much 
less costly than emergency repair 
work. The danger of breaks instead 
of becoming more abundant becomes 
less as the soil and adjacent land be- 
come more stable in the areas where 
the work has been completed. 


bi soil conservation program of 
the utilities is giving them the 
opportunity to become a part of a 
community. It enables them to help 
meet the common community prob- 
lems and to help spread the gospel of 
conservation. Through the program, 
the utilities introduce new strains of 
grasses, new methods of control, and 
they help increase the profits of the 
farmers, which tend to keep everybody 
contented. 

The entire soil conservation pro- 
gram is best covered by the remark 
made by some of the farmers in con- 
nection with the utilities’ work. “They 
don’t take anything to market at har- 
vest time but they do have a right 
good crop of friends.” 

For outfits who have the longest 
farms in the land in their charge, the 
soil-conserving-minded utilities are 
certainly performing their chores well. 
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Washington and the 


Utilities 


Variations on a Theme 


Wa the miniature Civil War 
which the Democrats put on in 
Chicago got most of the attention, public 
utility men were not distracted from the 
fact that the Democrats, without excep- 
tion, seem to be banking heavily on the 
so-called “power issue” to pull them over 
in November. Not only did the platform 
make repeated reference to this theme, 
but almost every program orator banged 
away at it hard and often. Two speakers, 
Senator Magnuson and Representative 
Jackson, both of Washington, spoke of 
little else. 

Other major speakers, starting from 
the keynote address of Governor Dever 
of Massachusetts to the grand finale by 
President Truman and ranging through 
the heavyweight talks by Vice President 
Barkley and Speaker Rayburn, all re- 
peated variations on the same theme. 

While their remarks were mostly old 
stuff—berating the electric companies as 
selfish monopolies, and the Republicans 
as co-conspirators to keep electric power 
away from the common people, except 
at exorbitant prices, etc. (N.B., cheapest 
item in the average family budget and 
the only item costing less than prewar 
—note, page 231, the Labor Bureau re- 
lease)—the role of the New Deal and 
Fair Deal in building projects and elec- 
trifying farms was stressed. 


N= of this was surprising or un- 
expected, except, perhaps, the 
sheer volume of repetition. It caused 
political observers to wonder if the 
Democrats really think that there can be 
so much political capital in this one sub- 
ject as to warrant so much repetitious 
effort. 
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The late Al Smith once said, after 
winning a close race for governor of 
New York, that “there are not many 
votes in kilowatts,”. meaning that people 
could not understand the issue. But 
the latter-day Democrats have certainly 
not shared this opinion. And while it 
must be admitted that the Democrats 
have been doing all right for themselves 
in the last two decades, the year of 1952 
might be the time the power issue pitcher 
goes to the well once too often. It is hard 
to believe that, with all the controversial 
and important things the Republicans 
have marshaled to talk about, the Demo- 
crats can very long continue to beat up 
such dead horses as the abuses of hold- 
ing companies of the early thirties, etc. 


e 
An Electrified Platform 


EST evidence of the Democratic in- 

tention to play the power issue for 

all it is worth, is the platform language. 
On rural electrification, it states: 


Rural Electrification. Democratic 
administrations have established the 
great rural electrification program, 
which has brought light and power to 
rural homes of our nation. In 1935, 
only 10 per cent of the farm homes of 
America had the benefits of electricity. 
Today 85 per cent of our rural homes 
enjoy the benefits of electric light and 
power. We will continue to fight to 
make electricity available to all rural 
homes, with adequate facilities for the 
generation and transmission of power. 
Through the rural telephone program, 
inaugurated by the Democratic 81st 
Congress, we will provide the oppor- 
tunity for every farm home to have 
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this modern essential service. We 
pledge support of these self-liquidat- 
ing farm programs. 

Co-operatives. We will continue to 
support the sound development and 
growth of bona fide farm co-operatives 
and to protect them from punitive 
taxation. ... 


The juxtaposition of the co-operative 
paragraph to the preceding one, indicates 
that co-operatives will continue to be the 
main vehicle of REA loan benefits on 
the farm (and telephone loans too, for 
that matter) if the Democrats have their 
way about things. 


‘to natural resources plank con- 
tains plenty of food for thought : 


We favor sound, progressive de- 
velopment of the nation’s land and 
water resources for flood control, 
navigation, irrigation, power, drain- 
age, soil conservation, and creation of 
new, small family-sized farms, with 
immediate action in critical areas. 

We favor the acceleration of all such 
projects, including construction of 
transmission facilities to load centers 
for wider and more equitable distribu- 
tion of electric energy at the lowest cost 
to the consumer with continuing pref- 
erence to public agencies and REA 
co-operatives. 

The Democratic party denounces all 
obstructionist devices designed to pre- 
vent or retard utilization of the na- 
tion’s power and water resources for 
the benefit of the people, their enter- 
prises, and interests. 

The wise policy of the Democratic 
party in encouraging multipurpose 
projects throughout the country is re- 
sponsible for America’s productive 
superiority over any nation in the 
world and is one of the greatest single 
factors leading toward the accomplish- 
ment of world peace. Without these 
projects our atomic weapons program 
could never have been achieved, and 
without additional such projects it 
cannot be expanded. 

The Democratic party is dedicated 
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to a continuation of the natural re- 
sources development policy inaugu. 
rated and carried out under the ad- 
ministrations of Presidents Roosevelt 
and Truman, and to the extension of 
that policy to all parts of the nation, 
North, South, East, Midwest, West, 
and the territories, to the end that the 
nation and its people receive maxi- 
mum benefits from these resources to 
which they have an inherent right. 

The Democratic party further 
pledges itself to protect these re- 
sources from destructive monopoly 
and exploitation. : 

We pledge the continued full and 
unified regional development of the 
water, mineral, and other natural re- 
sources of the nation, recognizing that 
the progress already achieved under 
the initiative of the Democratic party 
in the arid and semiarid states of the 
West, as well as in the Tennessee 
valley, is only an indication of still 
greater results which can be accom- 
plished. 


tS would seem to OK generation 
and transmission REA loans to 
“super co-ops.” But there is a definite 
straddle on the controversial question of 
“valley authorization” which the Re- 
publicans actively oppose. Apparently 
there are enough Democrats opposed, 
too, to prevent a proauthority endorse- 
ment, 

Another hedge on an issue which cut 
across both parties was seen in the sig- 
nificant silence on the “tidelands” con- 
troversy. The Republicans took a strong 
state rights’ line on this legislation (ve- 
toed by Truman) to return the title to 
offshore oil and gas to the coastal states. 

Secretary Brannan seems to have put 
over his long-cherished “little dam” or 
upstream river development program 
with the Democratic platform buiiders. 
We find the following language in the 
plank on agriculture: 


. . . We will accelerate programs of 
upstream flood prevention, watershed 
protection, and soil, forest, and water 
conservation in all parts of the coun- 





‘al Te- 
laugu- 
ne ad- 
sevelt 
ion of 
lation, 
West, 
‘at the 
maxi- 
ces to 
tht. 

irther 
€ re- 


‘opoly 


1 and 
f the 
al re- 
x that 
under 
party 
of the 
lessee 
still 
com- 


ation 
s to 
finite 
on of 

Re- 
ently 
sed, 
orse- 


1 cut 
sig- 
con- 
rong 
(ve- 
e to 
ates. 
put 
” or 
ram 
ers. 
the 


; of 


WASHINGTON AND THE UTILITIES 


try. These conservation measures are 
a national necessity; they are invalu- 
able to our farmers, and add greatly to 
the welfare of all Americans and of 
generations yet unborn. 


Inasmuch as this idea of damming 
the water where it falls on the farmer’s 
land is somewhat different from Interior- 
Army programs for grandiose down- 
stream development, it would seem that 
Secretary Brannan may have gotten a 
little closer to the platform writers than 
Interior Secretary Chapman. As for 
that, most of Chapman’s policies are to 
be found in the platform, as well. 


¥ 
Shake-up at NPA, OPS 


HERE are important changes under 
jie among the material control 
agencies. The National Production Au- 
thority has to accept a 30 per cent pay- 
roll cut because its parent bureau— 
Commerce Department — is passing 
along almost all of its own necessary 
reductions in force to NPA. As a re- 
sult, NPA Communications Equipment 
Division may have to be consolidated 
with other divisions of NPA. 

The two Interior Department claim- 
ants for the gas and electric utilities will 
not be affected by the shifts within NPA. 
Interior’s Defense Electric Power Ad- 
ministration (for electric utilities) and 
the Petroleum Administration for De- 
fense (for gas utilities) will have to ab- 
sorb some reduction in force, but In- 
terior Department does not intend to 
give up control over or merge these two 
utility claimant agencies. The news of 
these economies may not be made official, 
publicly, for another week or ten days. 


The utility branch of the Office of 
Price Stabilization is being dismantled. 
Following the recent action of Congress 
in forbidding OPS to intervene in any 
utility rate cases not involving whole- 
sale service, the OPS Transportation, 
Public Utilities, and Fuels Division 
(each with its own branch) is being 
telescoped with other OPS divisions. 
The utility branch will lose its own 
separate entity, but its functions (such 
as remain under the new law) will con- 
tinue to be carried on by other OPS 
branches, The exact organization of the 
new setup has not been described. But 
the decision of OPS to drop the utility 
branch was probably forced by the cut 
made by Congress in the OPS appro- 
priations, requiring an over-all dismissal 
of 6,150 out of 12,000 OPS employees. 
Field offices of OPS throughout the 
states would be hardest hit. 


a 
Utility Rates Firm As Prices 
Increase 


le spite of inflation and warnings of 
new inflationary moves, utility rates 
have risen only slightly in the past two 
years, and that rise was minor when 
compared with other commodities. The 
Bureau of Labor Statistics of the De- 
partment of Labor has issued a con- 
sumers’ price index for May, 1952. 
Changes from April 15th to May 15th 
were also noted, including the follow- 
ing comment: “Changes in the thermal 
content of gas and fuel adjustments 
caused gas bills to fluctuate in ten of the 
cities during the month.” During this 
one month, the gas and electricity index 
rose 0.2 per cent. This increase was more 
than offset by seasonal price cuts, 


a 


Retail Prices for Gas, Electricity, and Fuels in Large Cities (1935-39 = 100) 


Fuel, electricity, and refrigeration 
Gas and electricity 
Other residential fuels 
Gas (other than space heating) 
Electricity (composite) 


1952 1951 

5/15 5/15 

144.6 143.6 

98.2 , 97.3 

203.1 202.4 
104.5 on 
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Big Advance in Phone Devices 
Seen 


| oaterage telephone service from a 
watch-size instrument, allowing the 
carrier to see in color and three dimen- 
sions as well as hear the voice of a friend 
anywhere in the world, may be available 
to everyone in the far future, according 
to Dr. Harold S, Osborne, retiring chief 
engineer of American Telephone and 
Telegraph Company. In an interview 
with the New York Herald Tribune, Os- 
borne acknowledged such a system of 
communication must be classed now as 
phantasy, but insisted that such dream- 
ing is of the sort that has advanced the 
art of communications from semaphores 
of a century ago to the telephone marvels 
of today and the more immediate future. 
Osborne outlined some of the new di- 
rections now being taken in telephony. 
With operator toll dialing already a fact 
in many major centers, and customer 
dialing in service on an experimental 
basis, he said the AT&T has a well-de- 
veloped national plan for making a 10- 
digit system available throughout the 
country, the first faint glimmer in Os- 
borne’s vision of a personal phone. 


_— reality is a cordless telephone 

set now being tried experimentally, 
according to Osborne. He said the ex- 
perimental applications of electronics to 
communications are almost too numerous 
to mention. He holds that completion of 
the automatic switching and customer 
dialing systems constitutes the next ma- 
jor job for completion by AT&T. Based 
on his own work, and that of his col- 
leagues and predecessors, Dr. Osborne 
sees the telephone company’s service ex- 
panding in a number of important di- 
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rections, spurred always by increasing 
demand from the public. 

Mobile telephone service, already in 
use on some 12,000 automobiles, 20,000 
boats, 350 private airplanes, and a dozen 
or more railroads, is due for considerable 
expansion, he believes. Dr. Osborne 
noted that the industry is moving ahead 
rapidly on long-distance transmission of 
both voice and television, continuing to 
use both microwave and coaxial cable. 
One device of increasing importance, he 
believes, will be the “wave guide,” a tube 
through which communications can move 
without atmospheric or other interfer- 
ence at frequencies far higher than those 
now in use. The ultra high-frequency sys- 
tem will greatly expand the number of 
available voice or picture channels. 


¥ 
High Lights of AT&T Quarterly 


Statement 


HE regular quarterly dividend state- 

ment of the American Telephone 
and Telegraph Company contains some 
interesting management decisions of 
more than passing interest. Included in 
the statement is a summary of AT&T’s 
annual 1952 meeting last April. Among 
the items discussed at the meeting was 
the question of the Bell system’s tele- 
typewriter exchange service. President 
Cleo F. Craig, in reply to a question, 
said that while the Bell companies have 
no desire to sell this service, they have 
kept an open mind on the subject. Craig 
said they would be agreeable to the sale, 
if it were determined by public authori- 
ties that it would be in the public interest 
for them to dispose of this service, pro- 
vided the interests of customers and em- 
ployees were protected and provided that 
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the share owners were fairly com- 
pensated. 

He added that he did not know at 
present what a fair price might be. 

There was considerable discussion at 
the meeting concerning resolutions with 
respect to pensions. One or two share 
owners suggested that the pension plan 
be reviewed by the share owners, but 
Craig said he thought the plan had been 
handled in the right way, through careful 
consideration by the board of directors. 
He said the directors naturally took into 
account the point of view of the share 
owners all the time, but that they did not 
believe the owners would want to be can- 
vassed On pension matters any more than 
they would wish to be canvassed on 
whether labor contracts should be con- 
cluded or new lines of research under- 
taken, 


EVERAL of the share owners spoke in 

favor of a resolution to eliminate the 
social security adjustment. The presi- 
dent pointed out that the company con- 
tributes to pensions in two ways, through 
the taxes it pays for social security and 
also through money that is put aside in 
the pension fund. Together, he said, these 
contributions or accruals amount to more 
than 9 per cent of total payroll, AT&T’s 
pension plan compares favorably with 
pension plans of other companies, and it 
is just a question of whether or not the 
share owners feel that this is a fair per- 
centage of payroll to put aside for pen- 
sion purposes. Craig stressed that the 
company did not benefit by reason of 
social security and pointed out that the 
cost of social security benefits received 
by retired employees continues to be paid 
for through continuing social security 
taxes on the company and its active em- 
ployees, 

More than 1,116,000 stockholders 
shared in the $78,500,000 quarterly divi- 
dend. This was at the quarterly rate of 
§2.25 a capital share. Earnings of AT&T 
amounted to $340,080,000 in the twelve 
months to June 30th, according to the 
financial statement which accompanied 
the dividend checks, This was equivalent 
to $10.22 a share on the company’s out- 
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standing stock and compares with a net 
of $314,313,005, or $10.89 each, on few- 
er outstanding shares in the twelve 
months to June 30, 1951. In his letter 
to stockholders accompanying the report, 
President Craig said the Bell system 
added approximately 419,000 telephones 
in the second quarter of this year. This 
brought the gain for the first half of the 
year to 975,000 and increased the total 
number of Bell system telephones in op- 
eration to approximately 38,400,000. 
“To meet demands and improve service 
further,” Craig said, “the operating com- 
panies of the system are keeping right 
on with their large-scale construction 
program.” 


"owe news of AT&T activities con- 
cerns the success of the company’s 
“counter” sales operations. In recent 
weeks there has flowed through the 
ground floor lobby of the company’s 
headquarters building in New York a 
throng of stockholders interested in the 
$500,000,000 financing of the com- 
pany’s new capital needs, the largest 
corporate financing move on record. 
Transactions over the counter have in- 
cluded sales anywhere from $200 to $15,- 
000. This counter operation provides 
broad contact for the company with its 
stockholders. An average of nearly 1,500 
persons a day have appeared at the New 
York city counter so far in the issuing 
period. From June 26th to July 15th, 
the men and women at the counter have 
served 19,800 persons. 


v 


New England Tel & Tel 
Granted Rate Boost 


ena: aga telephone subscrib- 
ers face a telephone rate boost as a 
result of the state department of public 
utilities’ action in giving the New Eng- 
land Telephone & Telegraph Company 
the green light for a $6,000,000 over-all 
increase. It was estimated monthly resi- 
dence telephone rates would be upped 
between 25 and 50 cents. Originally the 
company had sought an increase of $12,- 
125,000. 
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It was the fourth increase sought by 
the company since 1947. In giving its 
approval, the state regulatory agency 
said the company must be permitted to 
earn a return of at least 6.23 per cent on 
the amount “prudently invested” in the 
intrastate plant. This theory followed a 
court ruling in a previous case. The de- 
partment of public utilities estimated the 
increase will represent about 4} per cent 
in cost to the consuming public, a figure 
“well under that which might be expected 
to result from the inflationary trend of 
our economy during the past year.” 

Under the new rate schedule, it was 
estimated the company would net about 
$2,500,000 of the total $6,000,000 addi- 
tional revenue. Company officials blamed 
increased wage and tax rates which re- 
duced its earnings about $2,864,000 an- 
nually as necessitating the latest increase. 


* 


Kentucky Co-op Held Ineligible 


HE Kentucky Public Service Com- 


mission has refused to let H-F-C- 
Rural Telephone Co-operative Corpora- 
tion set up a telephone system in Clinton, 
Kentucky, and expand its service into 
outlying areas of Fulton and Hickman 
counties. Instead, the commission au- 
thorized the Southern Bell Telephone & 
Telegraph Company to go ahead with its 
plans to serve the two counties. It di- 
rected Southern Bell to report every six 
months on progress of the expansion 
projects. 

In denying the petition, the commis- 
sion said the area which the co-op pro- 
posed to serve already was being served 
in part by Southern Bell which protested 
against the co-op’s petition. Kentucky 
law prohibits a co-operative from serv- 
ing an area already being served by an- 
other company, and specified the co-op 
cannot serve an area when the original 
company is ready, willing, and able to 
serve it. 

The co-op sought to buy six small 
nearby telephone companies and convert 
their facilities for its own use. It also 
sought authority to borrow $225,000 
from the Rural Electrification Admin- 
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istration to finance the project. In its 
petition, the co-op said it was necessary 
to set up a system in Clinton in order to 
reach outlying areas in Fulton and Hick. 


man counties. 
* 


Southern Bell Seeks Fifth 
Rate Increase 


bpm BELL TELEPHONE & Tete- 
GRAPH Company has asked for per- 
mission to increase its rates enough to 
bring in revenue of $2,582,000 more a 
year. It was the fifth rate increase sought 
by the company since 1946. Less than 
seven months ago, Southern Bell won 
the right to retain $2,000,000 of a rate 
raise it put into effect in Kentucky on 
July 6, 1950. 

It is expected that the Kentucky Pub- 
lic Service Commission will suspend the 
rate request for five months, pending 
outcome of hearings on the applications, 
due to start August 19th. The company 
wants the new rates August 16th. 

Company officials said $736,451 of 
the requested increase is needed to offset 
increased wage costs resulting from the 
approval by the Wage Stabilization 
Board of pay raises for more than 4,000 
Bell employees in Kentucky, including 
1,700 in Louisville. The $2,582,000 in- 
crease in the company’s gross revenue 
would amount to an over-all increase of 
8.25 per cent, but this will only increase 
the company’s intrastate income $1,196; 
000 a year, according to the company. 

C. Hunter Green, Louisville, Ken- 
tucky, manager for the 9-state Southern 
Bell system, said the company’s fifth re- 
quest for an increase was the result of 
economic factors over which it had no 
control. In addition to wage and salary 
increases, Green pointed to three i- 
creases in Federal corporate income tax 
rates, an increase in the social security 
tax rate, changes in depreciation accrual 
rates, revisions in separation procedures, 
and “the depressing effect on the rate of 
return of the ever-increasing cost 0 
new plant construction, as well as other 
increases in the cost of furnishing tele- 
phone service, caused by the inflationary 
spiral.” 
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Financial News 
and Comment 


By OWEN ELY 


The Consolidated Edison Rate 


Dectsion 


na 381-page opinion, the New York 

Public Service Commission on July 
l&th released its long-awaited decision as 
to the electric rate structure of Consoli- 
dated Edison Company of New York. 
The proceeding had been started in May, 
1946, as an investigation by former Chair- 
man Maltbie of the commission, and 
resulted in a reduction of 10 per cent 
in electric rates, effective January 10, 
1949. The decision was fought by the 
company in the state and Federal courts 
for nearly-a year and a half; it lost the 
case in the state supreme court, was twice 
upheld by the appellate division, but failed 
three times to convince the court of ap- 
peals ; later the U. S, Supreme Court held 
that no Federal question was involved, 
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thus denying further review of the com- 
mission’s order. 

The reduction had been ordered under 
§ 114 of the Public Service Law, known 
as the Temporary Rates Law, which per- 
mitted the commission to order rate 
changes on an estimated rate base “tem- 
porarily,” pending determination of 
permanent rates. If such rates were later 
found to be too low, the company could 
“recoup” the revenues lost during the 
period the temporary reduction was in 
effect. 

In its final decision (copies of which 
are not yet available for detailed study) 
the commission used the old method for 
computing the rate base, omitting the 
plant account of Westchester Lighting 
(merged last year) and Staten Island 
Edison (100 per cent controlled). Since 
Edison’s 1951 report to stockholders and 
reports for insurance companies are both 
on a consolidated basis, it is difficult to 
analyze the rate base data given in the 
commission’s press release. Thus, origi- 
nal cost of electric plant is stated by the 
commission to be $961,000,000, while the 
report to insurance companies indicates 
an approximate $1,222,000,000, the lat- 
ter figure including Westchester and 
Staten Island. 


be are probably other discrepan- 
cies. However, assuming that the 
commission is satisfied with the book 
figures for the properties it has omitted, 
it appears that the major change in the 
system rate base results from an increase 
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of some $50,000,000 in the reserve for 
depreciation. In its consolidated balance 
sheet for 1951, the company showed an 
item of $163,552,590 for ““Unearned Sur- 
plus—Special,” reflecting the change in 
net plant account which Chairman Malt- 
bie had desired to make, but which the 
company would not agree to, Thus it 
would appear that all but about $50,000,- 
000 of this figure could now be restored 
to regular surplus account. It is possible 
that, in its report to stockholders, the 
company may prefer to leave the $50,- 
000,000 in this account, rather than mov- 
ing it over to the depreciation reserve ; 
under decisions of the New York courts, 
the commission cannot force this account- 
ing change, though it has the right to 
make the adjustment in developing its 
own rate base figures. 

While at first glance it would appear 
that the commission had almost complete- 
ly retained the Maltbie rate cut, never- 
theless it has allowed or proposed various 
adjustments which should have the effect 
of ameliorating the company’s earnings 
position somewhat. The commission em- 
phasized in its press release that “the 
freezing of the temporary decrease will 
continue consumer savings estimated at 
$20,000,000 annually.” Nevertheless the 
various adjustments permitted the com- 
pany may, it is estimated, increase earn- 
ings eventually from the present $2.23 
to perhaps $2.75-$3, assuming that the 
basic earnings picture remains un- 
changed. 


HILE residential rates were left un. 

disturbed except for elimination of 
“existing inequities between various 
classes of consumers and the rearrange. 
ment of block rates,”’ the commission al- 
lowed a fairly substantial increase jn 
wholesale (presumably large commercial 
and industrial) rates, which may be esti- 
mated at $4,300,000 per annum. Further. 
more, although it has no jurisdiction over 
rates for electricity sold under special 
contracts to large consumers, such as 
government agencies, utilities, and rail- 
roads, the commission suggested that 
there was a “deficiency” in revenues 
from these sources amounting in 195] 
to $11,500,000. It may prove difficult to 
adjust these rates, but the company is 
hopeful, eventually, of being able to 
realize higher revenues in an estimated 
range of $4,700,000 to $7,000,000. A 
change in the status of the fuel adjust- 
ment clause in electric rate schedules 
might give the company another $2,000, 
000 a year, it is estimated. 

But these increases are of course sub- 
ject to income tax and other deductions 
currently approximating 54 per cent of 
gross revenues, The aggregate increase 
after taxes might therefore range between 
$5,000,000 and $6,000,000. In addition, 
however, there will be an important sav- 
ing in depreciation accruals which should 
amount to over $4,000,000 a year—which 
amount will not be subject to a deduction 
for increased taxes, since it is understood 
that depreciation as accrued in the com- 





U. S. Long-term Bonds—Taxable 
Utility Bonds—Aaa 





CURRENT YIELD YARDSTICKS 


Latest available Moody indices are used for utility bonds and preferred stocks ; Stand- 
ard & Poor’s indices for government bonds and utility common stocks. 
*Revised recently to include holding companies. 


1951 Range 
High Low 
2.74% 2.39% 
3.09 
3.18 
3.32 
3.58 
4.25 
4.71 
6.14 


1952 Range 
7 Low 


2.70 
2.82 
3.21 
3.77 
4.19 
5.62 
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FINANCIAL NEWS AND COMMENT 


pany’s report to the Treasury Depart- 
ment will continue on the old basis, This 
will bring total estimated savings per 
annum to around $9-10,000,000 or ap- 
proximately 68 cents to 75 cents on the 
common stock. Of this amount it is un- 
derstood that the depreciation adjust- 
ment will be retroactive to January Ist, 
and hence fully effective for the calendar 
year 1952; the changes in rates will, how- 
ever, only affect the earnings picture 
gradually. 

When the text of the decision becomes 
available, it may be possible to refine 
these preliminary estimates and to dis- 
cuss the rate base and the rate of return 
more accurately or effectively. 


> 


Annual Statistical Publications 


: annual utility publications which 
are handy and valuable supplements 
to the financial manuals and government 
reports have recently been issued—C. A. 
Turner’s 189-page Financial Statistics of 
Electric and Gas Operating Companies, 
and Jay Samuel Hartt’s 107-page Market 
Analysis of Common Stocks of Public 
Utility Companies and Miscellaneous 
Statistical Data Pertaining Thereto. 
These reports, which present sum- 
marized income account and balance sheet 
figures and ratios in convenient and 
standardized form, have been reviewed in 
this department in some detail in past 
years. The Turner book has a page for 
each of 174 electric operating companies 
(including subsidiaries of holding com- 
panies) and 15 holding companies. Mr. 
Hartt’s publication shows in column 
form figures and ratios for 133 electric 
operating companies, 14 natural gas pipe- 


Electric Companies .......... 
Natural Gas Pipelines 
Natural Gas Retail Utilities ... 
Manufactured Gas Utilities .. 
Telephone Companies ........ 
Water Companies ........... 
Bus Companies 

street Ratlways ............. 


lines, 32 natural gas retailers, 14 manu- 
factured gas utilities, 13 telephone com- 
panies, 13 water companies, 14 bus and 
4 street railway companies. Totals for 
these different groups appear on pages 
4-6. 

The average “coverage” figures for 
electric companies are of interest—3.71 
for fixed charges of electric companies 
and 2.53 for income deductions and pre- 
ferred dividends combined, Other group 
averages are shown in the table below. 


> 


Electric Utility Securities As 
Savings Banks Investments 


TALK on the above topic was giver 

by Charles Tatham, Jr., vice presi- 
dent of Institutional Utility Service, Inc., 
before the Savings Bank Bond Men’s 
Association on April 9, 1952, which we 
summarize as follows: 

The following characteristics of the 
electric utility industry make it an ideal 
field for conservative investment: (1) It 
provides an essential service with a broad 
market, which results in great diversity 
in demand and stability of operations. 
The cost of the service is extremely low 
in relation to other living and business 
costs. 

(2) In terms of operations and earn- 
ings, the industry has shown great stabil- 
ity as compared with other industries 
and particularly with the railroads. (Sta- 
tistical comparisons were presented to 
prove this point.) 

(3) The industry has also had an im- 
pressive growth record, with an average 
annual increase of 7.2 per cent in kilo- 
watt-hour output for all privately owned 
electric utilities since 1920; in the past 


Price- 
Earnings 
Ratto 
13.83 
15.76 
13.68 
17.54 
16.56 
13.12 
8.85 
6.25 
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Earnings- 
Price 
Ratio 

7.23% 
6.35 
7.31 
5.70 
6.04 
7.62 
11.30 
15.99 
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five years growth has averaged 10.8 per 
cent per annum. 

(4) Continued, substantial growth in 
future is indicated by the company’s huge 
construction program and by the recent 
McGraw-Hill forecasts, The national 
saturation of some domestic appliances, 
such as water heaters, dish washers, 
freezers, room air conditioners, electric 
blankets, etc., is still quite low. Moreover, 
there is an estimated potential market of 
6,000,000 homes in the next decade for 
the electric heat pump (when perfected) 
which provides heating in winter and 
cooling in summer. This would mean a 
potential load of around 60 billion kilo- 
watt hours compared with total domestic 
consumption last year of 77 billion kilo- 
watt hours. 

(5) Improvement in the “political 
climate” appears likely, particularly if 
General Eisenhower is elected. Even if 
the Democrats win, however, there is in- 
creasing evidence of dislike of govern- 
ment ownership, which was opposed by 
the CIO Utility Workers Union at its 
convention last September. 


URNING to the question of invest- 
ment in utility securities, little argu- 
ment is needed to establish a case for buy- 
ing bonds, and the method of selection is 
of greater interest. The usual statistical 
yardstick is coverage, or the number of 
times fixed charges are earned. Under 
assumed conditions of the worst expecta- 
ble depression, coverage should be at least 
2} times before Federal income taxes. A 
study of utility bond price performance 
during the depression of the early 1930's 
has revealed that when coverage was less 
than two times, serious price weakness 
in the company’s bonds occurred. For ex- 
ample, in the case of 21 companies where 
coverage declined to 1.77 times in 1934, 
the average price fell to 67 in 1933, and 
an average for 14 companies with cover- 
age of 2.32 dropped to 84. However, the 
average price for the bonds of 21 com- 
panies with coverage of 3.06 in 1934 only 
reached a low of 93 in 1932. 
Perhaps a better guide than coverage, 
which is directly affected by the coupon 
rate on the bond, is to take the ratio of 
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gross income, or balance for charges, to 
the par value of the outstanding debt. For 
example, if a company is earning a 6 per 
cent return and debt is equal to 50 per 
cent of the rate base, the earned return on 
debt is 12 per cent, equal to about 15.5 
per cent before present income taxes, 
This might be accepted as a desirable 
ratio in a period of full earnings. If the 
average interest rate is 3 per cent, the 
coverage after taxes would be 4 times. If 
the over-all return dropped to 4 per cent, 
the coverage would still be 2.66 times, and 
at 3 per cent the coverage would be twice. 
If the company were earning no more 
than 3 per cent-4 per cent on its rate 
base it undoubtedly could get an increase 
in rates, except under the most extremely 
adverse conditions, 


prensa the new law in New York 
state permitting savings banks to 
invest in preferred and common stocks, 
some of the statistical tests to qualify 
such securities are not altogether clear. 
For example, a preferred stock may be 
bought if the earnings in the five preced- 
ing fiscal years have averaged at least 1} 
times the combined fixed charges and 
preferred dividend requirements, and 
were at least 14 times such requirements 
in the last two years of the period; but 
there is an additional provision which is 
not so clear, that requirements “must be 
computed as of the date of the invest- 
ment.” Thus, whenever there is a new 
money issue of senior securities this au- 
tomatically increases the requirement 
total and thereby reduces the coverage 
figures based on the historical 5-year rec- 
ord. 

On this basis the preferred and com- 
mon stocks of a utility which has been 
growing very rapidly in recent years 
might not be eligible because of the retro- 
active application of the coverage provi- 
sion; an example is Idaho Power Com- 
pany, whose preferred and common 
stocks have heretofore been widely con- 
sidered as excellent in quality, although 
the average 5-year coverage of present 
requirements seems to work out at only 
1.48 times, apparently making the issues 
ineligible. 
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FINANCIAL NEWS 


Another difficulty in the law is the 
definition of net earnings available for 
charges as excluding “extraordinary non- 
recurring items of income or expense.” 
This raises questions regarding the in- 
clusion of tax savings resulting from ac- 
celerated amortization of defense plant. 
Definition of the term “fixed charges” 
makes no mention of credit items such 
as amortization of debt premium or in- 
terest charged to construction. The latter 
item, during these days of heavy con- 
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AND COMMENT 


struction work, frequently is a substan- 
tial amount and reduces total fixed 
charges, thus distorting the coverage ratio 
as conventionally reported. Under the 
new law the item is excluded. 


NE of the important reasons for 
broadening the law to permit in- 
vestments in stocks is probably that in 
1952 the savings banks for the first time 
became subject to the regular 52 per cent 
corporation income tax, and _ stocks 


VALUE OF PUBLIC UTILITY SECURITY OFFERINGS 


Six MONTHS ENDED 


June 30, 1952 


(18 THOUSANDS) 





TOTAL 


BY TYPE OF SECURI 





CAPITAL 
FINANCING 


Lone 


-TErmu 
Dest 


Common 
STock 


PREFERRED 
STOCK 





AMOUNT 


AMOUKT 


Amount AMOUNT 





BY TYPE OF UTILITY: 
ELectric 
Gas 
TELEPHONE 
OTHER 


$1,202,107 742, 
422,005 276, 
595,356 571, 


9,516 6, 


$335,006 
61,085 
6,450 
3,066 


$124,922 
64,120 
17,700 
350 





TOTAL .228,984 - 596, 


$207,092 $425,607 





BY TYPE OF SALE: 
Pustic (Direct) 
PRivATE 
SusscriPpTion 


- 202,862 
250,037 
776,085 


$176,225 $173,937 
19,367 9 . 
11,500 251,670 





TOTAL » 228,964 


$207,092 $425,607 





8Y PURPOSE OF SALE: 
New Money 
DIVESTMENT 
REFUNDING 


-183,588 
32,631 
12.765 


$197,142 $392,976 
- 32.631 
9,950 - 





TOTAL -228,984 


$207,092 $425,607 





BY METHOD OF SALE: 
CompeTitive 
NEGOTIATED 
No UNDERWRITING 
PRIVATE 


933,297 
497,139 
$48,511 
250,037 


795. 

71. 
498. 
230, 


$ 90,747 

138,975 286,505 

1,500 48,355 
19,367 - 


300 $ 47,250 
659 
656 


670 





TeTar $2,228,984 











» 596,265 











$207,092 $425,607 




















From Ebasco Services’ “Analysis of Public Utility Financing” 
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have the general advantage of the 85 per 
cent “dividends received” credit. On this 
hasis a stock yield of only 1.41 per cent 
would provide the same net yield after 
income taxes as a government bond pay- 
ing 2.70 per cent—both would return 1.30 
per cent. A 6 per cent common stock 


e 


yield would be reduced by income taxe 
only to 5.53 per cent, 

However, with respect to utility pre 
ferred stocks, there is a peculiar provi 
sion of the tax laws. More favorable ned 
yields after taxes can be obtained by buy. 
ing the so-called “new money” preferre 


CURRENT UTILITY STATISTICS AND RATIOS 


Unit Cost 


O perating Statistics (May) 
Output KWH—Total 
Hydro-generated 
Steam-generated .. 
Capacity 
Peak Load (March) 
Fuel Use: Coal 


Coal Stocks 
Customers, Sales, Revenues, and Plant (A pril) 
KWH Sales—Residential 
Commercial 
Industrial 
Total, Incl. Misc. ... 
Customers—Residential 
Commercial 
Industrial 


Income Account—Summary (A pril) 
Revenues—Residential 
Commercial 
Industrial 
Total, Inc. Misc. Sales .. 
Sales to Other Utilities 
Misc. Income 
Expenditures 
Fuel 
Labor 
Misc. Expenses 
Depreciation 
Taxes 
Interest 
Amortization, etc. .............005 
Net Income 
Preferred Div. (Est.) 
Bal. for Common Stock (Est.) ... 
Common Dividends (Est.) 
Balance to Surplus ( Est.) 


Electric Utility Plant (A pril) 


Reserve for Depreciation & Amort. 
Net Electric Utility Plant 


Bill. KWH 


Mill. KW 


Bill. KWH 


PerCent Incre 
Latest Late 
Month 12Mo 


Latest 
12 Mos. 


Latest 
Month 


380.7 


210 
JLo 
9.7 


2? a 
77.0 
64.4 


Mill. Tons 8.0 
Mill. MCF 
Mill. Bbls. 3.7 
Mill. Tons 
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ocks—those issued to raise construc- 
“on funds in the period since October 1, 
(42—so that savings bank purchases 
sould be confined to these issues. 


ETURNING to the question of invest- 
R ment security, which is a para- 
gount consideration for savings banks, 
there are two kinds of risk: (1) pos- 
ible loss of income and resulting im- 
mirment of value, or (2) decrease 
nm market value as the result of 

g interest rates and declining 
sices for all investment securities. 
Graham and Dodd, in the third edition 
‘Security Analysts recently published, 
aggest that risk of capital loss should 
not be counterbalanced by high income 
return alone, but should be offset by an 
qual chance of capital gain. In the case 
fpreferred stocks such an opportunity 
night be obtained by either buying a con- 
vettible issue, or buying other issues at 
hargain prices. 

Turning to common stocks of electric 
utilities, these are eligible for investment 
by savings banks if: 


AND COMMENT 


(1) They are listed on a national 
exchange. 

(2) They have paid cash dividends 
each year for the preceding ten fiscal 
years. 

(3) Aggregate earnings on the com- 
mon stock for the 10-year period have 
at least equaled the dividends paid. 

(4) The preferred stocks, if any, 
qualify as investments for savings 


banks. 


Bo outside of the legal requirements, 
there is the practical requirement 
that the stock purchased should not de- 
teriorate in price; and because of this 
normal market risk it is highly desirable 
that an increase in price may be reason- 
ably anticipated. In other words, a com- 
mon stock may be considered of good 
investment quality at one price and of 
poor quality at a higher price. Fortu- 
nately it is somewhat easier to appraise 
utility stocks than industrial issues, due 
to the inherent stability of earnings and 
the safeguards and value patterns pro- 
vided by public regulation. 
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RECENT FINANCIAL DATA ON GAS COMPANY STOCKS 
aes —I12 Mes. Share Earwingst?t— 


Producers and Pipelines 
Commonwealth Gas .... 
Mississippi Riv. Fuel ... 
Southern Nat. Gas 
Southwest Nat. Gas .... 
Tenn. Gas Trans. ...... 
Texas East. Trans. .... 
Texas Gas Trans. ...... 
Transcontinental Gas ... 


OOOOONNS 


Averages 
Integrated Companies 
American Natural Gas .. 
Columbia Gas System ... 
Consol. Gas Utils. ..... 
Consol. Nat. Gas 
El Paso Nat. Gas 
Interstate Nat. Gas 
Kansas-Neb. Nat. Gas .. 
Lone Star Gas 
Mountain Fuel Supply .. 
National Fuel G 
Northern Nat. Gas 
Oklahoma Nat. Gas .... 
Pacific Pub. Serv. ...... 
Panhandle East. P. L. .. 
Peoples Gas Lt. & Coke . 
Southern Union Gas .... 
United Gas Corp. ...... 


Averages 

Retail Distributors 
Atlanta Gas Light 
Brooklyn Union Gas .... 
Central El. & Gas 
Consumers Gas 
Fall River Gas Works .. 
Hartford Gas 
Houston Nat. Gas 
Indiana Gas & Water .. 
Jacksonville Gas 
Kings County Ltg. ..... 
Laclede Gas 
Minneapolis Gas 
Mobile Gas Service .... 
New Haven Gas Lt. .... 
North Shore Gas 
Pacific Lighting 
Portland Gas & Coke ... 
Rio Grande Valley Gas . 
Rockland Gas 
Seattle Gas 
So. Jersey Gas 
So. Atlantic Gas ........ 
Springfield Gas Light .. 
United Gas Improv. .... 
Wash. Gas Light 
West Ohio Gas 


Averages 
Canadian 
14 Ss International Util. ...... 
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Approx. Current 
Yield Period 


1.0% $ .87d 
’ 3.37m 
4.63m 
56d 
1.73m 
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1.66ap 
5.54m 


LW ANNUM URNA EAU 
AMAUONANON SPAWNS 


» 
% 8600 
R 


% $1.89m 
2.47m 
1.03m 
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1.49ju 
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.86m 
78my 
1.31m 
2.94m 
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3.68m 
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RECENT FINANCIAL DATA ON TELEPHONE, TRANSIT, AND 
WATER COMPANIES 
Indi- 
cated —I12 Mos. Share Earnings#— 
1951 7/23/52 Dwvi- Freq. Price- Div. 
Rev. Price dend Approx. Current % In- Of Re- Earn. Pay- 
(Mill) ryeee 5 About Rate teld Period crease* ports** Ratio out 
Communications Companies 
Bell System 
S Am. Tel. & Tel. (Cons.) 154 i D11% mcy 134 79 
O Cinn. & Sub. Bell Tel... 72 ‘ ’ 4.5 D1 qc 15.9 99 
C Mountain Sts. T.& T... 102 : : 5.60m D23 ay 182 107 
C New England Tel. ..... 108 . : 7.56m D35 qy 143 106 
S Pacific Tel. & Tel. ..... 112 } , 7.92my D6 ay 141 88 
O So. New Eng. Tel. ..... 35 F . 1.88d qc 


Averages 


Independents 
Central Telephone 
General Telephone 
TS eee 
Rochester TS, 2.600000 


ransit Companies 
ee rere 
Dallas Ry. & Term. .... 
Greyhound Corp. ....... 
Los Angeles Transit ... 
Nat. City Lines 
Phila. Transit 
Syracuse Transit 
United Transit 
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Averages 


Water Companies 

Holding Companies 
Amer. Water Works .. 
N. Y. Water Service .. 

Operating Companies 
Bridgeport Hydraulic . 
Calif. Water Serv. ..... 
Elizabethtown Water ... 
Hackensack Water 
Jamaica Water Supply . 
New Haven Water .... 


& 


Phila. & Sub. Water .. 
Plainfield Union Wt. ... 
San Jose Water 

Scranton-Spring Brook . 
Southern Cal. Water .. 
West Va. Wt. Service .. 


WW ADD UI Wo Co DY OO We 
OCoO900OCCOCCOMOOO OM 
EE = od ead yd nd pad Eg 
tS SJ 
SASSSssssss 
PNAMWN HUN NUH ot 
KNRPONNUDOWDBUN 
22 
on »Sesnoen 


os 


Averages 5.6% 


C—Curb exchange. O—Over-counter or out-of-town exchange. S—New York Stock 
Exchange. D—Deficit. *Increase in balance for common stock. #Earnings are calculated on 
present number of shares outstanding, except as otherwise indicated. PF—Pro forma. ju—July, 
1951. d—December, 1951. j—January, 1952. f—February. m—March. ap—April. my—May. je— 
June. NC—Not comparable. **The following symbols are used in this column to indicate the pe- 
nods and frequency of earnings reports : a—Calendar year only. b—Twelve months only (reported 
monthly). bq—Twelve months only (reported quarterly). c—Cumulative months and twelve 
months. mc—Latest month and cumulative months. mcy—Latest month, cumulative months, 
and twelve months. q—Latest quarter only. qc—Quarters cumulatively. qy—Latest quarter 
4 last twelve months. my—Latest month and twelve months. x—Stock dividend also paid in 
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What Others Think 


Utility Official Describes 
Inflation Impact 


te seriousness of the present infla- 
tionary situation to utilities was 
brought into sharp focus recently by 
Philip A. Fleger, chairman of the board, 
Duquesne Light Company. Fleger told 
the annual meeting of the Pennsylvania 
Bar Association, held at Spring Lake, 
New Jersey, that, although this is not the 
first time this country has experienced in- 
flation, the kind of inflation we have had 
since 1939 is beyond doubt the most 
severe we have yet encountered. “It is 
this fact—namely, the unprecedented in- 
tensity of the recent inflation—that pro- 
vides real cause for concern,” he said. 

Fleger noted the current suggestion by 
some that utility investors are not entitled 
to any guaranty against inflation and, like 
everyone else, must run the risk of infla- 
tion and the devaluation it produces. 
“One of the practical consequences of in- 
flation,” he said, “is to create a wild 
scramble to see who shall suffer the least, 
and many of us do not have a clear under- 
standing of how different people have 
been affected. On the contrary, there is 
a considerable feeling that everyone may 
have been hurt to some extent. Conse- 
quently, there is a reluctance to respond 
to any suggestion that the effect of infla- 
tion on a particular group, such as utility 
companies, for example, warrants some 
specific attention.” 

In order to place the effect of inflation 
on utility regulation in its proper perspec- 
tive, Fleger undertook to describe the 
relative impact of inflation on four gen- 
eral classes of people: the holders of 
fixed-income securities; common stock- 
holders ; farmers ; and wage earners. The 
first group, the holders of fixed-income 
securities, has no recourse from the 
effects of inflation, which is as it should 
be, according to Fleger. The vuiner- 
ability of such securities to inflation is 
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known, or should be known, to those who 
buy them. 


Home. the reverse is true of com- 
mon stockholders. “Apart from 
the fact that common stocks are, in their 
very nature, not fixed-income securities,” 
the utility executive explained, “one of 
the primary inducements to invest in this 
type of security is the fact that common 
stocks afford a hedge against inflation. 
In this respect the position of the com- 
mon stockholder is comparable to that of 
the farmer and the wage earner.” 

Comparing the experience of these 
three groups, Fleger finds that for the 
wage earner, the cost of living has risen 
90 per cent between 1939 and 1951. 
However, farm wages have risen 263 per 
cent during the same period, while other 
wages have increased anywhere from 86.4 
per cent up to 200 per cent in some cases. 
In other words, despite a 50-cent dollar, 
there has been substantial improvement 
in the wage earner’s position. Statistics 
show that the farmer has fared just as 
well. Government figures reveal that net 
income of farm operators rose 221 per 
cent between 1939 and 1951, although 
the number of farm operators decreased 
by more than 8 per cent during the same 
period. Farm acreage values have in- 
creased about 150 per cent, all of which 
indicates that the farmer has been more 
than compensated for the inflation ex- 
perience since 1939. According to Fle- 
ger, some common stockholders have at 
least been kept substantially whole, al- 
though they have not done so well as the 
wage earners or farmers, 

It is a vastly different story with the 
utility common stockholder. Fieger 
stated : 


.. . According to Moody’s, dividends 
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WHAT OTHERS THINK 


on utility common stocks were only 22 
per cent higher in 1951 than in 1939, 
and in a considerable number of the in- 
tervening years they were substan- 
tially below the 1939 level. Further- 
more, the Securities and Exchange 
Commission index of utility stocks 
(electric and gas) shows that from 
1939 to 1951 the market value of such 
stocks increased only 26 per cent. 
Therefore, instead of being kept whole, 
the utility common stockholder has 
been liquidated to a very substantial 
degree. 

Obviously, therefore, the impact of 
inflation on the utility common stock- 
holder has been grossly unjust and dis- 
criminatory. 


|B ghommeers Licut’s board chairman 
warned that, if this situation is not 
corrected, “utility customers generally 
will suffer in the long run. In that event,” 
he continued, “we will witness a decline 
in the standard of utility services and, 
ultimately, a very substantial increase in 
utility rates.” One of the reasons for this 
prediction is the fact that utilities, unlike 
most industries, must raise capital funds 
in large quantities from sources outside 
their own operations, thus requiring 
them to sell a substantial amount of com- 
mon stock in order to maintain sound 
capital structure. Another disadvantage 
is that utility stocks must compete for 
people’s savings with industrial stocks and 
other types of investment which offer a 
hedge against inflation, 

“But how can they compete with such 
investments,” asks Fleger, “if prospec- 
tive purchasers are put on notice that 
regulatory policy precludes any increase 
in the dollar return on their investment 
during periods of inflation ?” 


“As a matter of fact,” he continued, 
“the sale of common stock by utility com- 
panies subject to regulation which pre- 
cludes an increase in their dollar return to 
compensate for the effects of devaluation, 
is a fraud upon the investing public. In 
that case, the security being sold is not 
in reality a common stock but is, to a con- 
siderable extent, a fixed income security 


being sold under the guise of common 
stock.” 


U™= a regulatory policy which, in 
effect, prohibits an increase in dol- 
lar return to offset devaluation, Fleger 
sees three inevitable results: first, utility 
companies will have to pay a substantially 
higher price for equity capital, resulting 
in “a dilution of the interest of the origi- 
nal shareholders and a reduction in their 
income; second, the raising of equity 
capital will be discouraged, resulting in 
impairment of the capital structures and 
credit of utility companies ; third, higher 
rates and a lower standard of service will 
inevitably result. 

As an illustration of his point, Fleger 
pointed to the experience of the transit 
companies whose operations were at one 
time the most profitable in the utility in- 
dustry. Though competition of the auto- 
mobile was the destructive element in the 
transit situation, he explained, this com- 
petition had the same effect as inflation— 
reduction of profits and losses in earning 
power. “I am convinced,” Fleger said, 
“that if, when transit earnings were first 
affected by the competition of the auto, 
the situation had been met promptly and 
forthrightly with realistic fare increases, 
transit companies would not only have 
been able to combat the competition of 
the automobile with more success, but 
transit service would be better and trans- 
it rates would be lower than they are to- 
day.” 

Contrasting the experience of the elec- 
tric utilities to that of the transit com- 
panies, Fleger noted the unusual pros- 
perity of electric utilities between the 
wars, with service approaching perfec- 
tion and substantial rate reductions, even 
during the depression. Now, he pointed 
out, nearly all electric utilities are seeking 
rate increases—proof of the severity of 
inflation since 1939. 


© combat the problem of inflation, 
Fleger believes that more weight 
should be given to current reproduction 
costs less depreciation in determining the 
fair value of utility property, thereby in- 


245 AUG. 14, 1952 





PUBLIC UTILITIES FORTNIGHTLY 











| Desian SHOW 


HOME 
PLIANCE 
OP ection 





























creasing the rate base, which, other things 
being equal, will increase dollar return. 
“There is nothing new or revolutionary 
about such an approach,” he said. “On 
the contrary, this is now the practice in 
Ohio. In that state, in arriving at the 
rate base, the value of the physical prop- 
erty is measured exclusively in terms of 
current reproduction cost less deprecia- 
tion. And, significantly, utility rates in 
Ohio are among the lowest in the coun- 
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try, excepting only a few states in which 
a substantial amount of cheap hydro 
power is available. 

“Furthermore, this approach is con- 
sistent with sound economics, whereas 
the original cost concept of valuation pre- 
supposes a stable currency and does not, 
therefore, conform to the economic facts 
of life.” 

Fleger emphasized that, in addition to 
giving greater weight to current repro- 
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duction cost in determining fair value, 
the charge for depreciation must be suffi- 
cient to replace the property upon retire- 
ment. Computing depreciation on an 
original cost basis, he explained, will not 
provide sufficient funds because of con- 
struction cost increases, requiring new 
capital to be raised to make up the differ- 
ence, or earnings in that amount to be 
plowed back into the business. In both 
cases, the effect would be to reduce the 
original shareholder’s income. He said: 


Since the operations of most utility 
companies require a much larger 
amount of physical plant than is need- 
ed in most other businesses, and since 
a considerable part of this property is 
comparatively long-lived, the impor- 
tance to utilities of making adequate 
allowance for the effect of inflation in 
providing for depreciation should be 
self-evident. But this is an example of 
the insidious nature of inflation, for 
only recently have utility manage- 
ments become fully alive to the impact 
of inflation on depreciation policies. 


O*% of the most difficult problems fac- 
ing utilities, Fleger stated, is the 
problem of obtaining rate relief with suffi- 
cient speed to enable companies to keep 
pace with inflation. Two aspects of this 
problem are those involving the suspen- 
sion of rate increases and the great length 
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of time which most rate hearings require. 
He expressed the view that statutes 
authorizing the suspension of rate in- 
creases, while they give adequate pro- 
tection to the ratepayer, generally fail in 
actual experience to give protection to 
the company. He recommended that the 
suspension device be regarded as an 
extraordinary remedy. At the same time, 
he mentioned several devices which might 
be used for speeding up rate hearings 
without impairing the degree of proof. 
One such device is the use of “canned” 
testimony, now permitted by the Inter- 
state Commerce Commission. Fleger 
feels that the technical and statistical na- 
ture of much of the testimony presented 
in rate proceedings is particularly well 
suited to this practice. He also offered 
the suggestion that considerable time can 
be saved in establishing reproduction cost 
if index numbers are used to measure 
price changes. This practice, now used 
by the Ohio commission, has been ap- 
proved by the courts in a number of re- 
cent cases. 

“Furthermore,” he concluded, “this 
approach meets one of the principal argu- 
ments against the use of reproduction 
cost less depreciation as a measure of 
value ; namely, the argument that the de- 
termination of reproduction cost requires 
too much time, is too costly, and is sub- 
ject to too wide differences of opinion.” 





OLORADO has become the fourth state 
to present arguments before the 
Missouri Basin Survey Commission for 
the creation of a central regional policy- 
making and administrative agency for 
Missouri river valley development 
through interstate compact. Colorado’s 
viewpoint was presented to the commis- 
sion by Clifford H. Stone, director of the 
Colorado Water Conservation Board, 
widely known as a specialist in water law 
and water regulation. Stone has long 
been one of the leading opponents of the 
valley authority idea. 
A legal committee, of which he is a 
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member, has been working on a draft of 
a proposed interstate compact for Mis- 
souri basin administration. Such a com- 
pact would have to be worked out finally 
by compact commissioners from the ten 
basin states and then ratified by the legis- 
latures of these states and by Congress. 
Stone insisted that Missouri valley states 
will not be content to have mere advisory 
status in a regional administration. He 
told how the compact could give official 
voice to both state and Federal govern- 
ments. Detailed operation authority is 
not contemplated for the compact form 
of administration, as outlined by Stone, 
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but the proposed agency would set up 
criteria for “integrated operation of facili- 
ties” and for “development of further 
comprehensive plans.” 

Stone said the compact idea “repre- 
sents current thinking in many quarters 
on the approach which should be made 
for the integration of Federal rights and 
interests with those of the states, and for 
the formulation of policies in the great 
undertaking of cutting the final pattern of 
basin-wide development.” He expressed 
the view that a Missouri basin compact 
might not have to go into the troublesome 
question of apportionment of water. He 
also urged strongly the inclusion of a 
comprehensive soil conservation and 
water runoff retardation plan in the basin 
program. 


HE survey commission already has 
been told by the governors of South 
Dakota and Iowa of their support of the 
compact idea. Governor Val Peterson 
of Nebraska, chairman of the Missouri 
River States Committee, is the original 
advocate of the compact approach. 
Arthur L. Andersen, vice president 
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and legislative director of the Colorado 
Farm Bureau, and Jean S. Breitenstein, 
attorney for the Denver Chamber of 
Commerce and for the Colorado Water 
Conservation Board, also argued at hear- 
ings in Denver for the compact method of 
administration. 

Andersen, Breitenstein, and Clarence 
Svedman, vice chairman of the State Soil 
Conservation Board, all opposed the val- 
ley authority idea. Svedman, reflecting 
the stand of the National Association of 
Soil Conservation Districts, said local 
people have a voice in the development 
program, but that existing agencies 
should continue with the work. 

James G. Patton, president of the Na- 
tional Farmers’ Union, was critical of the 
compact method as likely to produce de- 
lays, litigation, and bonanzas for lawyers. 
He charged that “this interstate compact 
line of defense” was for “use in event of 
the collapse of the Pick-Sloan fiasco.” 
Leslie A. Miller, former governor of 
Wyoming, told the commission that the 
proposal of the Hoover Commission for 
a board of impartial analysis of engineer- 
ing projects should be carried out, if the 
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present independent activities of the 
Army Engineers and _ Reclamation 
Bureau in the basin were to be retained. 


F a new regional agency should be 
formed, he said, the objectives should 

be stated forthrightly. He explained that 
he had in mind the idea that the Tennessee 


Valley Authority was created as a flood- 
control and navigation agency but be- 
came predominantly an electric power 
agency, and that the Reclamation Bureau 
is authorized to produce power incidental 
to irrigation but “has by its administra- 
tive actions made irrigation strictly inci- 
dental to power production.” 





New York Commission 


= utilities in New York state 
sought a record total of $77,829,000 in 
rate increases during 1951 and were 
granted $18,417,000, according to the an- 
nual report of the state public service 
commission, submitted last month by 
Chairman Benjamin F. Feinberg to Gov- 
ernor Thomas E. Dewey and the legisla- 
ture. 

Reductions amounted to $5,266,- 
000, leaving a net increase of $13,151,000 
during the year, the report stated. 

The 1951 rate rises represented a sharp 
decline from the increases in the preced- 
ing three years, the report showed. In 
1948 the net increases reached an all-time 
high of $42,803,000, The following year 
the net increases totaled $31,056,000 and 
dropped to a net of $29,386,000 in 1950. 

The largest increase during the year 
was requested by the New York Tele- 
phone Company, which sought higher 
rates to yield additional revenue of $57,- 
000,000 on an annual basis. The com- 
mission refused to grant the company any 
increase in 1951. 

Several utility companies in the up- 
state area requested increases totaling 
$6,800,000 for electric service and were 
permitted increases amounting to $5,633,- 
000. During the same period electric 
rates of other utilities in the state were 
reduced by $1,850,000. 

The introduction of natural gas in New 
York city and other areas in the state 
resulted in reductions totaling $3,391,000 
during the year. The only increase in gas 
rates amounting to $70,000 was author- 
ized in the Malone-Ogdensburg area 
where no natural gas is available. The 
commission’s report remarked : 

2 


— 
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Issues Annual Report 


It is significant that the only in- 
crease in gas rates during the year oc- 
curred in manufactured gas territory 
and this is indicative of the fact that 
consumers in areas where natural gas 
was made available during the year 
would have had rate increases instead 
of decreases if the change to natural 


gas had not taken place. 

B’ companies operating in various 

parts of the state asked for increases 
totaling $3,143,000 and were granted a 
total of $2,981,500. A few minor changes 
in bus fares produced reductions of $23,- 
700, thus leaving a net increase of $2,- 
958,000 in the cost of bus transportation 
during the year. 

Regular passenger fares on railroads 
operating in the state were increased by 
a total of $4,255,700, which brought in- 
trastate fares up to the level fixed for in- 
terstate traffic by the Interstate Com- 
merce Commission. Commutation fares 
on the Long Island Railroad in the 
metropolitan area of New York were in- 
creased by $3,350,000 per year. 

Water companies asked for increases 
totaling $818,000 and were allowed addi- 
tional revenue of $753,000. Steam serv- 
ice was increased by $745,000. 

Discussing the economic aspects of the 
rate situation and the effect of inflation 
upon utility operations, the report, stat- 
ing that “the inflationary tide had over- 
taken the utilities,” noted: 


The commission is constantly con- 
fronted with grave decisions. It is 
mindful of the hardship that increased 
utility rates impose upon the public, 
already burdened by inflated prices of 
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nearly every item that enters into the 
cost of living and doing business. On 
the other hand, there is no escape from 
the fact that utility companies whose 
operating costs had about doubled 
since prewar days could not go on pro- 
viding a high standard of service with- 
out a fair return upon their property 
and in many instances at a heavy loss. 
The commission had often warned 
that the costs of plant, equipment, ma- 
terials, and labor cannot be continually 
increased without seriously affecting 
the cost of utility services. Constantly 
mounting taxes upon utilities have 
added greatly to the heavy burden. 


N many instances, the report con- 
tinued, especially in the case of omni- 
bus service, the commission had found 
that the companies were facing an emer- 
gency, and unless financial relief was 
granted without delay their ability to pro- 
vide service would be seriously impaired. 
“Tf efforts to halt inflation are to prove 
successful,” the commission warned, 
“the anti-inflation battle line must be held 
throughout its entire length. A regula- 
tory agency operating in a single field 
cannot hold firm when at other points the 
line crumbles and collapses.” 

The primary consideration in all rate 
decisions, the commission stated, was 
the protection of the interest of the util- 
ity consumers while at the same time 
making it possible for the companies to 
provide safe and adequate service. 

The report, a 251-page printed docu- 
ment, contains 24 sections detailing the 


activities of the commission in the regu- 
lation of the 2,987 corporations and indi- 
viduals under its jurisdiction. 

A section of the report reviews the in- 
troduction of natural gas in the metropoli- 
tan area of New York and the expanded 
use of this fuel in other parts of the state, 
and sets forth the activities of the utili- 
ties in the expansion of plant and facili- 
ties to meet the increasing demand for 
gas service. 

The financial activities of the com- 
panies are analyzed, showing that dur- 
ing the year the Commission authorized 
the utilities to issue a total of $278,865 in 
stocks, bonds, and notes. The elimination 
of grade crossings and new protection 
provided at existing grade crossings 
form an important part of the report. The 
condition of railroads, omnibus com- 
panies, water utilities, and motor car- 
riers of property is set forth in consider- 
able detail, and the commission reports 
that it is continuing the work of valuation 
of utility property running into hundreds 
of millions of dollars. 


URING the year, according to the re- 
port, the commission disposed of 
1,244 cases and on January 1, 1952, had 
pending a total of 353 cases. The report 
shows that the commissioners and ex- 
aminers held 1,207 hearings during the 
year on matters involving rates, capitali- 
zation, grade crossings, omnibus and rail- 
road fares and operations, construction 
of gas and electric plants, maintenance of 
service, valuations, and miscellaneous 
matters. 





Nationalization of Water and Power Condemned 


N a speech honoring the memory of 

Theodore Roosevelt at a fiftieth anni- 
versary celebration of reclamation as a 
national policy, Marshall N. Dana, first 
president of the National Reclamation 
Association and assistant to the presi- 
dent, U. S. National Bank of Port- 
land, Oregon, in pointing to the wide- 
sweeping policy proposals which mark a 
trend toward nationalization of water and 
power, posed the question : “What would 
Theodore Roosevelt, the father of na- 
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tional reclamation, say about all this?” 
He quoted from his letter to the Congress 
on December 3, 1901: 


The distribution of the water, the 
division of the streams among irriga- 
tors, should be left to the settlers them- 
selves in conformity with state laws 
and without interference with those 
laws or with vested rights. The policy 
of the national government should be 
to aid irrigation in the several states 
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and territories in such a manner as will 
enable the people in the local communi- 
ties to help themselves, and as will 
stimulate needed reforms in the state 
laws and regulations governing irriga- 
tion. 


“The question,” continued Dana, who 
was speaking at Theodore Roosevelt Na- 
tional Park, North Dakota, “‘is not, ‘Shall 
reclamation be continued as a national 
policy ?” but, ‘In what form?’ The move- 
ment is toward centralized Federal con- 
trols in which the settlers of irrigation 
projects will be unable to control their 
own districts or enjoy home rule. 

“T say that this is a trend that must be 
reversed. Water users must stand as tall 
as governmental agencies. They must 
share equally in the making of programs 
and in decisions. This is not only that 
irrigation settlers should be independent, 
but that Americans shall be free. If I am 
wrong, then democracy is wrong. In any 
event, let the voters give the final 
answer.” 


TATING that the modern day has 
brought the modern idea of complete 
multiple-purpose river basin develop- 
ment, Dana cautioned that “basin-wide 
development must not disturb the rights 
of the states nor the authority of the set- 
tlers. Nor is this a demand to eliminate 
the Federal government and its agencies, 
including the Bureau of Reclamation. On 
the contrary, the government’s place and 
action should be enlarged. Let us only be 
sure that it is government as the servant 
and not as the bureaucratic master.” 
Reciting another statement by Theo- 
dore Roosevelt, Dana quoted : 


These irrigation works should be 
built by the national government. The 
lands reclaimed by them should be re- 
served by the government for actual 
settlers, and the cost of construction 
should so far as possible be repaid by 
the land reclaimed. The distribution of 
the water, the division of the streams 
among irrigators, should be left to the 
settlers themselves in conformity with 


state laws, and without interference 
with those laws or with vested rights. 


In pointing out that the course of west- 
ern agriculture has already been shaped 
for a century to come, Dana said: 


But what is to be done in the future 
must also be answered now. Reclama- 
tion must not become a colony of 
Washington bureaucracy. The Recla- 
mation Bureau should be preserved in 
full vigor and efficiency, but as a serv- 
ice agency. The place of the states, as 
well as water users, must be redefined 
legislatively, if necessary. It is as im- 
perative to reclaim the daring and 
audacity, the vision and fidelity, of 
Theodore Roosevelt in the further pro- 
gram of reclamation as it is to make 
lands productive and to generate pow- 
ee 
Reclamation states must resume the 
place they possessed at the outset of 
reclamation as a national policy. 


De stated that since basin-wide de- 
velopment has become the accepted 
program, interstate compacts should pro- 
vide the means of co-operation between 
the states of our own great river basins. 
Interagency committees, he said, have al- 
ready served well to co-ordinate the plans 
and procedures of Federal, state, and local 
agencies, and should be encouraged to 
continue. 

In closing his tribute to Theodore 
Roosevelt and his recommendations to 
present-day water users, Dana said: 

“The means of reclamation are methods 
and systems. The goals are prosperous 
homes and happy people. 

“Although our children and grand- 
children will work with the incredibly 
powerful tools of an atomic age,” he 
stated, “the rights and privileges of indi- 
viduals must be jealously guarded and 
home rule must never be invaded. The 
independence and integrity of the man 
on the land belong to the concept of 
America. The time of Theodore Roose- 
velt is linked to ours. We can be co- 
authors of an epic of freedom.” 
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The March of 
Events 


In General 


Dam on St. Lawrence Urged 


HIRTY-TWO witnesses from northern 

New York recently urged the In- 
ternational Joint Commission to give 
New York state and the Canadian 
Province of Ontario permission to build 
a big power plant on the St. Lawrence 
river, 

Representatives of dairymen stressed 
the need of farmers for additional power 
and industrial spokesmen said the proj- 
ect would bring new business to the area. 

There was no testimony in opposition 
to the project. 

At the conclusion of the hearing, the 
chairman of the United States commis- 
sioners indicated that he was optimistic 
that a plan could be worked out for con- 
struction of the power dam without 
further raising the high water level of 
Lake Ontario. 

The project would produce 2,200,000 


horsepower for Ontario and New York 
state. 


SEC Accepts New Plan 


N amended plan which provides for 
liquidation of North American 
Utilities Securities Corporation, an in- 
vestment company subsidiary of the 
North American Company, recently won 
the approval of the Securities and Ex- 
change Commission. 

The plan was proposed by North 
American Company as one way of com- 
plying with the commission’s 1952 order 
which directed it to get rid of its interest 
in North American Utilities. The 
amended plan would become effective 
upon approval by the U. S. District Court 
in Baltimore. 

The compromise plan was worked out 
by the various security holders of North 
American Utilities. 


California 


To Extend Contract 


HE public utilities commission of 

San Francisco recently voted to ex- 
tend its contracts leasing Pacific Gas and 
Electric Company power lines to trans- 
mit Hetch Hetchy power to a number 
of major customers. 


The contracts, due to expire in 1954, 
will be extended until 1962, subject to ap- 
proval by Secretary of the Interior Oscar 
Chapman, 

The city makes $2,500,000 a year in 
profit from the sale of power to various 
customers. 


Connecticut 


Transit Fare Hike Approved 


- | Connecticut Company, which op- 
erates transit systems in Hartford, 
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New Haven, Stanford, New London, 
Middletown, and Norwich, received per- 
mission to raise its rates to 15 cents a 
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ride and four rides for 50 cents. The fare 
was 10 cents a ride. 

In approving the raise, the state public 
utilities commission said a steady de- 
terioration in the position of the transit 
industry has persisted since the end of 
World War II. 


The commission urged all transit com- 
panies under its jurisdiction and all com- 
munities and parties interested, “to ex- 
pend every possible effort towards a solu- 
tion which will preserve for Connecticut 
a healthy, privately owned and operated 
transit system.” 


Illinois 


Gas Rate Boost Hearing Set 


ra state commerce commission re- 
cently set August 15th as a hearing 
date on a request by the Peoples Gas 
Light & Coke Company for gas rate in- 
creases which would produce additional 
revenue of approximately $6,000,000 a 
year for the company. 

Pending full hearings on the request, 
the commission followed a routine prac- 
tice by suspending an August Ist effec- 
tive date which had been sought by the 


gas company for the rate boosts. 

Under the company’s proposed new 
rate schedule, the rate for residential 
cooking would be increased to 70 cents 
from 58 cents for the first two therms of 
gas, and a minimum monthly charge 
would be increased by similar amounts. 
The company has proposed a rate boost 
of one cent per therm for all classifica- 
tions of industrial users. The minimum 
monthly charge for industrial users also 
would be increased to $95 from the pres- 


ent $85. 


Louisiana 


New REA Directive Opposed 


RESOLUTION opposing the new direc- 
tive of the Rural Electrification Ad- 
ministration that co-operatives hire out- 
side consulting engineers to inspect con- 
struction work of the co-operatives was 
passed unanimously by the Louisiana 
Electric Co-operatives which met last 
month in New Orleans. 

The resolution came after John W. 
Scott, Washington, REA area director 
for ten states, including Louisiana, ex- 
plained the reorganization plan drawn up 
by Claude R. Wickard, former Secretary 
of Agriculture, now Administrator of the 
REA. The plan, approved by the De- 
partment of Agriculture earlier this year, 
became effective July Ist. 

Before the reorganization, the REA 
sent its own consulting engineers to in- 
spect such construction. 

J. E. McAdam, manager of the Dixie 
Electric Co-operative, Baton Rouge, told 
Scott that most of the state’s co-opera- 
tives have their own construction engi- 
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neers, that the hiring of additional engi- 
neers to inspect their work would be a 
needless expense, and that “the men we 
have in our employ as engineers have the 
welfare of their job more at heart than 
any consultant.” 

The group went on record unanimous- 
ly as opposing this directive of the plan 
and requested Scott to seek its change. 

The group also wired its objections to 
U. J. Gajan, Lafayette, state representa- 
tive on the national board of directors of 
the National Rural Electric Co-operative 
Association, which was holding its mid- 
year meeting in Denver, Colorado, at the 
time. The telegram urged Gajan to press 
for the support of the other states to have 
the directive revoked. 

Scott designated Louisiana as one of 
three states in which REA co-operatives 
are in such a sound financial condition 
that REA will discontinue auditing their 
books. He said Louisiana, Indiana, and 
Mississippi rural electric co-operatives 
are permitted to do their auditing inde- 
pendently of the REA. 
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Michigan 


Rate Plea Deferred 


Bie E Michigan Consolidated Gas Com- 
pany had its petition for a $7,100,- 
000 rate increase deferred late last month 
after the state public service commission 
demanded new details on operating costs. 

At the same time, the commission gave 
the Detroit Edison Company permission 
to increase steam heating rates to 1,836 
business and industrial customers, effec- 
tive August Ist. Chairman of the com- 
mission said the increase would eliminate 
a $278,000 loss on steam heating opera- 
tions in 1951 and enable the company to 
recover $219,000 in interest on the in- 
vestment. 


Consolidated was ordered to report ac- 
tual operating costs for the year ending 
September 2, 1952, before hearings re- 
sume on October 7th. 

“Such a test period will reflect the 
effect of increased costs on revenues and 
provide a base for rate adjustment,” the 
commission chairman said. 

The new delay was based on “inequali- 
ties in the present rate structure” which 
the commission said would be continued 
if the new rates were superimposed on 
the present scale. 

Consolidated first asked for the rate 
boost December 26, 1951, based on in- 
creased costs of wholesale gas from its 
suppliers. 


* 
New York 


Company Cuts Gas Rates 
To Brooklyn Union Gas Company 


reduced its rates on August Ist to 
55,000 customers using natural gas for 
space heating or air conditioning and to 
4,000 commercial consumers in an effort 
to attract more consumers to those serv- 
ices. 

The state public service commission 
last month announced that the company 
had filed with the commission the lower 
rate schedules expected to save its cus- 
tomers $900,000 in 1953. As the state 


agency made no objection, the new rates 
automatically went into effect. 

In requesting the reduction, the utility 
said its purpose was “to increase the 
volume of the company’s business so that 
the company may achieve the maximum 
economy from the natural gas now al- 
located to it.” 

Although the new rates will apply to 
all residential users, they will benefit only 
those who use more than 3,098 cubic feet 
a month, which, for all practical purposes, 
means the 55,000 customers who use gas 
for heating their homes. 


Texas 


Gas Tax Banned by Court 


FEDERAL district court has declared 
unconstitutional the state’s new 
natural gas gathering tax. In the first 
court test, District Judge Roberts recent- 
ly decided the new tax runs afoul of the 
United States Constitution’s ban on 
states erecting barriers to interstate com- 
merce. 
Judge Roberts said “first taking” of 
gas, which the state legislature attempted 
to tax, is an inseparable part of interstate 
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commerce. This was argued by pipeline 
companies seeking a refund on “gather- 
ing” taxes paid since the new law took 
effect last September Ist. 

An appeal from Judge Roberts’ ruling 
was expected. It was said that final de- 
cision would come from the U. S. 
Supreme Court, because of the constitu- 
tional question involved. 

Judge Roberts’ decision was an- 
nounced in the case of the Michigan- 
Wisconsin Pipe Line Company. He said 
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the same will apply to the other two test 
cases, involving Panhandle Eastern Pipe 
Line Company and the Amarillo Oil 
Company. 

Fifty-nine lawsuits were filed by tax- 
payers seeking refunds. The levy is nine- 
twentieths of one cent per thousand cubic 
feet. It was expected to raise $12,000,- 
000 to $14,000,000 a year. 

Income for the first nine months under 
the new tax was $7,961,965. Of this #,- 
645,038 is held in suspense in the state 
treasury. If Judge Roberts’ decision is 
upheld by higher courts, this money will 
be refunded. 


Gas Rate Increase Requested 


7 Rio Grande Valley Gas Com- 
pany has requested gas rate in- 
creases averaging about 21 per cent, in 
the 22 towns and cities it serves. No dol- 
lar estimate was made of additional an- 
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nual revenue that would be received from 
the proposed higher rates, 

The residential and commercial rate 
boosts sought by the company will part- 
ly restore some of the rate cuts made be- 
fore 1948, L. O. Vogelsang, vice presi- 
dent, stated. He said the company had 
not received a rate hike in twenty-five 
years of serving valley communities. 

“Our company is faced with constant- 
ly rising costs of materials, labor, and 
taxes,” the utility official commented. 
“Nevertheless, under the proposed new 
rate schedules, the average residential 
gas bill still will be less than it was back 
in prewar 1939.” The company antici- 
pates it will be able to put the higher 
rates in effect by early fall. 

It was noted that the company has 
spent over $3,000,000 for plant expan- 
sion and improvement the past five years, 
and the utility’s present rates “are en- 
tirely inadequate” to continue expansion. 





Utah 


Commission Ordered to Defend 
Rate Ruling 


7 state supreme court last month 
ordered the state public service com- 
mission to appear on August 12th and 
defend its order permitting Mountain 
States Telephone & Telegraph Company 
to bill its customers directly for new 
municipal franchise taxes. 

The appeal was taken to the state’s 
highest court by Ogden city, which pro- 
tested the commission’s order was “un- 


lawful, unreasonable, unfair, arbitrary, 
and erroneous.” 

MST&T was given permission to 
itemize additional municipal excise taxes 
on consumers’ bills last May by the com- 
mission. At that time the commission 
found that the only alternative would be 
to allow the company to recover the cost 
of the taxes through blanket, statewide 
rate increases. This, it was held, was dis- 
criminatory against customers in munici- 
palities or unincorporated areas where 
special taxes were not imposed. 


Washington 


Major Obstacle Removed 


¥ e- state supreme court last month 
cleared one major obstacle from the 
path of construction of the proposed $17,- 
541,000 Box Canyon dam in Pend Oreille 
county. 

In a divided opinion the court ruled: 
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(1) the Pend Oreille Public Utility Dis- 
trict has the authority to construct a dam 
producing 50,000 kilowatt hours of pow- 
er even though the district can consume 
only 15 to 18 per cent of the power at the 
time the project is completed, the sur- 
plus to be sold outside the district ; (2) 
the proposed $17,541,000 bond issue to 
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finance construction of the dam would 
be legal. 

The court action was brought by the 
Pend Oreille PUD against F. W. Schwab, 
a PUD commissioner, who refused to at- 
test and affix the district seal to a resolu- 
tion authorizing the bond issue. Schwab 
had contended the Box Canyon dam 
would be unreasonably large for the 
needs of the district. 

In addition, it was argued that the 
commissioners had acted capriciously 
and arbitrarily and proceeded on a funda- 
mentally wrong basis in adopting a plan 
and system resolution. 

The majority opinion, written by 
Judge Frederick G, Hamley and signed 


by Judges Joseph A. Mallery, Mathew 
W. Hill, and Thomas E. Grady, said the 
commissioners have authority to plan for 
the long-range power needs of the dis- 
trict. 

The court reviewed the steps taken by 
the PUD in formulating the plan for the 
project and concluded the commissioners 
had not acted arbitrarily or capriciously. 

Chief Justice E. W. Schwellenbach 
concurred in the result but differed with 
the majority on the approach to the de- 
cision. Judges Charles T. Donworth, 
Frank P. Weaver, and Ralph O. Olson 
concurred in part but said the method of 
figuring the interest rates on the bond 
issue was illegal. 


Wisconsin 


Rate Increase Granted 


HE state public service commission 

last month approved a new rate 
schedule giving the Wisconsin Public 
Service Corporation an additional $901,- 
000 a year in revenues. Large commer- 
cial and industrial customers of the util- 
ity will pay most of the electric rate in- 
crease. 

City residential customers and smaller 
commercial and industrial customers 
were given a rate reduction. 

The utility provides electric service to 
134,0UU0 customers in 315 cities, villages, 
and towns in north-central and north- 
eastern Wisconsin. 

Under the new rates the utility will col- 
lect $79,000 more a year from seasonal 
cottage customers; $197,000 from all 
rural service ; $103,000 more from water 
heater service ; and $768,000 more from 
large commercial and industrial users. 

City residents will pay $120,000 less 
and small commercial and industrial cus- 
tomers will pay $224,000 less. 

The commission estimated that the 
company’s net earnings, after taxes, 
would increase from $3,921,000 a year to 
$4,327,000. This would increase the rate 
of return from 5.58 per cent to 6.6 per 
cent. 
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The new rates will take effect on meter 
readings made after August 14th. 


Joint Opposition to Rate 
Increases Voted 


a opposition by 56 cities and 30 
J villages to further rate increases for 
the Wisconsin Telephone Company was 
voted recently at Madison. 

A defense committee of the 86 com- 
munities authorized municipal attorneys 
to represent them at a state public service 
commission hearing on August 25th at 
Madison. It announced that it considered 
higher rates effective in April are “suffi- 
ciently generous” to offset the utility’s in- 
creased expenses. 

The company’s revenue rose $3,705,- 
000 over three months ago when its 
charges went up 35 cents to 60 cents a 
month on residence phones and about $1 
a month on business phones. It stated 
then that $2,100,000 of the increase was 
absorbed by Federal and state taxes. 
The company now seeks $1,614,000 more 
to offset recent wage increases by boost- 
ing business phones 40 cents a month, 
residence phones 15 cents, and toll rates 
for long-distance calls within the state 
5 to 15 cents. 
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Working Capital Offset by Available Cash and 
Pension Expense Approved 


HE Pennsylvania Supreme Court 
affirmed a state superior court or- 
der reversing a commission decision on 
intrastate telephone rates. The only point 
on which the supreme court expressed 
disagreement was on pension costs. 
The court gave a great deal of con- 
sideration to the lower court’s rejection 
of a working capital allowance of about 
$6,250,000 which the commission had 
made. The court said: 


Whether cash working capital 
should be allowed as an element in de- 
termining the fair value of a utility’s 
used and useful property as a rate 
base, and if allowed, the extent of 
such allowance, depends upon the 
factual situation in each case. If the 
financial situation of an operating 
company shows that sufficient funds 
are readily available to bridge the gap 
between rendition of and payment for 
services, no cash working capital is 
required and none should be allowed 
by the commission. 


The court indicated that the commis- 
sion had considered the lag in receipt of 
payment for services but had not con- 
sidered matters which would counteract 
the cash requirements which this lag 
caused, For example, the court cited the 
lag enjoyed by the company in paying its 
obligations and the time interval between 
the dates when tax moneys are accrued 
and when they are disbursed. 

The decision of the superior court re- 
quiring the commission to make a re- 
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determination as to the matter of work- 
ing capital was affirmed with the direc- 
tion that no additional testimony would 
have to be taken since the record as 
presently constituted was sufficient. 

On the question of pension costs the 
court agreed with the commission, which 
had allowed the full payment into the 
pension fund as an operating expense. 
The superior court had disallowed part 
of the so-called “freezing” payment. 

The company had set up a “pay-as- 
you-go” pension plan in 1913, was ad- 
vised in 1927 that the plan was actu- 
arially unsound, but did not commence 
paying into the fund an amount sufficient 
to freeze the unfunded actuarial liability 
under the plan at its existing level for 
another ten years. The superior court 
disallowed payments attributed to the in- 
crease in the unfunded actuarial reserve 
requirement during this 10-year period. 
The supreme court spoke of these costs 
in these words : 


At the present time such costs can 
be placed upon present and future 
ratepayers or the investors in the com- 
pany. In the present situation the test 
for determining where the burden 
should be placed as between these two 
classes of individuals is whether man- 
agement abused its discretion in 1927 
by not placing the full cost on the rate- 
payers from that time on. If they did, 
the investors for whom they acted 
should bear the cost. If they did not, 
there is no valid legal objection to 
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placing the burden on present and fu- 
ture ratepayers. Since we have already 
demonstrated it cannot properly be 
held that, management abused its dis- 
cretion in 1927, the costs of pensions 


including the freezing payment were 
correctly included by the commission 
as an operating expense. 
Pittsburgh et al. v. Public Utility Com- 
mission, 88 A2d 59. 


e 
High Debt Cost Justifies Higher Return 


ATER rates that would yield a re- 
turn of approximately 6.6 per cent 
were approved by the Wisconsin com- 
mission. A 5.5 per cent return is usually 
considered adequate for water utilities, 
said the commission, but because of the 
comparatively high rate of interest (4 
per cent) anticipated on revenue mort- 
gage bonds, the higher rate in this case 
was justified. 
The company requested authority to 
install meters at customers’ expense dur- 


ing the first five years of operation and 
refund the cost of such meters during 
the second five years of operation. The 
commission allowed such request in or- 
der to relieve the utility of a part of the 
financial burden during the early years 
of operation, 

Proposed temporary sewage rates that 
would yield approximately 6 per cent 
were also considered just and reasonable. 
Re Sanitary District of Three Lakes, 
CA-3046, May 12, 1952. 


=e 
Twenty-five-year-old Valuation Used As Starting 


Point in Determination of Rate Base 


to Idaho commission authorized a 
water company to make effective a 
new rate schedule which would allow a 
6.5 per cent return on capital invested in 
water facilities dedicated to public serv- 
ice. The valuation of the company’s prop- 
erty was determined by adding to a 25- 
year-old valuation figure the net plant 
additions for each year down to the end 
of the year preceding the hearing. Cus- 
tomer contributions for plant extensions 
were excluded. 

The working capital allowance was 
comprised of the company’s expenditures 
for materials and supplies plus one- 
twelfth of annual operating expenses. 

In pointing out that the company’s re- 
turn allowance must be more than a bare 
minimum, the commission said: 


The applicant, as must all com- 
panies, earn more than is required to 
meet the carrying charges of the out- 
standing securities. It must have and 
maintain an adequate surplus. This 
surplus should be increased during 
times of rapid plant expansion and ac- 
celerated business activity so that bond 
interest and dividend payments are not 
passed in times of recession or depres- 
sion. But, with a public utility, the 
surplus should not be used for the 
declaration of stock dividends. It is 
the opinion of this commission that 
the revenue requirement study should 
provide for additions to surplus. 


Re Boise Water Corp. Case No. U-1025- 
1, Order No. 2146, June 24, 1952. 


e 


Municipal Plant Ordered to Furnish Extraterritorial Service 


BR Wyoming commission ordered 
a municipal water plant to serve ad- 
ditional consumers residing outside of 
the corporate limits of the town despite 
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the absence of express statutory au- 
thority to furnish that service. Whether 
the plant was acting ultra vires in fur- 
nishing service to persons beyond its 
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corporate limits was held to be a matter 
for the courts to decide. 

The commission did hold, however, 

that the operations of the town in the 
sale of water beyond its corporate limits, 
whatever their nature might be, were 
those of a public utility, Consequently, 
they were subject to the commission’s 
jurisdiction in the same manner as those 
of private utilities performing a like serv- 
ice. 
Regardless of whether the municipal 
plant was authorized by statute or other- 
wise to serve consumers in the suburban 
and rural areas surrounding its corporate 
boundaries, the fact remained that the 
town had permitted individuals, corpora- 
tions, and others to connect their prem- 
ises with its water system. It was volun- 
tarily furnishing them with water service 
under contract and at rates filed with the 
commission. Consequently, the commis- 
sion found that the refusal by the mu- 
nicipality to furnish service to other non- 
residents similarly situated amounted to 
unfair and unlawful discrimination. 

There was a wide differential between 
rates charged outside domestic con- 
sumers and rates paid by resident water 
users, although the former were required 
to construct and pay for their own con- 
necting lines and meters. Furthermore, 
the town furnished outside water serv- 
ice to domestic users on a metered basis 
only, while it served resident consumers 
at a nonmetered flat rate. The commis- 
sion said that although discrimination in 
rates was not an issue in this case, never- 
theless it was impelled under the law to 
find that the rate schedule was dis- 


criminatory on its face and that the rates 
and charges should not be approved. 

The town was ordered to purchase and 
install water meters at the premises of 
all of its resident consumers. Evidence 
indicated that a considerable quantity of 
water was being wasted. The commission 
concluded that meters were necessary to 
curb and prevent waste. It said that the 
use of meters was the only way a mu- 
nicipal or other water utility could 
properly and equitably charge and collect 
for all water used by its consumers or 
to establish just and uniform rates. Their 
use would require each water consumer 
to pay his just and fair share of the en- 
tire cost of service. 

The commission observed that the 
fringe territory contiguous to a munici- 
pality which a municipal plant is re- 
quired to serve should not be left to the 
“discretion, political judgment, or fan- 
cies of each passing town council, but 
should be fixed by the commission.” The 
commission added : 


Naturally in determining the area 


outside of defendant town wherein it 
should be required to furnish water 
to domestic consumers, including the 
complainants, we must consider the 
town’s water supply, the contiguity or 
remoteness of prospective extraterri- 
torial users, sanitation, feasibility of 
service; and the health, safety, and 
general welfare of all persons now be- 
ing served or hereafter to be served 
from said public water supply. 


Moore et al. v. Evansville, Docket Nos. 
9212, 9215, June 19, 1952. 


7 


Property Exceeding Service Needs Excluded from Rate Base 


HE North Carolina commission held 

that consumers should be required 

to pay a rate sufficient to earn a reason- 

able return only on the actual value of 

property needed for public service. A 

water company had acquired its plant 

from the Federal government at a price 
far less than original cost. 

The plant, as originally designed and 

constructed by the Federal government, 
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was such as might be needed to provide 
service to a much larger community than 
that actually being served. The commis- 
sion did not question the actual value of 
the entire property, nor did it doubt that 
it was well worth the original cost. 
The commission said that if the pres- 
ent owners had paid full value for the 
property, there would be good argument 
for their right to earn on the entire in- 
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vestment. Likewise, if the entire prop- 
erty were needed to provide adequate 
service to supply the needs of the users, 
it would be just and proper to allow the 
company to earn on the full value of the 
property, regardless of the fact that they 
had acquired it at a figure far less than 
its worth, or original cost. 

After deducting the excess properties 


from the company’s rate base, existing 
rates were found to produce a return of 
9.2 per cent. This was considered ex- 
cessive. The commission held that a re- 
turn of 6.50 per cent on the adjusted rate 
base was fair and reasonable to both the 
water company and its ratepayers, Re 
Town of Spring Lake, Docket Nos. W-2, 
Sub 2 and W-2, Sub 3, June 18, 1952. 


Private Motorbus Carrier Denied Certificate 


N application for a motorbus certifi- 
cate was denied, by the [Illinois 
commission, because the proposed opera- 
tion did not constitute public utility op- 
eration, but rather private carriage of em- 
ployees. 

The carrier proposed to transport em- 
ployees of certain industries. A contract 
was executed which limited the pas- 
sengers to be carried to the particular 
group of employees of such plants who 
agreed in advance to be carried to work 
and who were parties to the agreement. 

The carrier never solicited passengers 
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from the general public and posted signs 
in its vehicles clearly stating that the 
busses operated as private carriers trans- 
porting only employees of certain plants. 
The busses would be operated only on 
those days and during hours when the 
employees would go to and from work, 
and the busses would be driven by plant 
employees who could personally identify 
the passengers as members of the con- 
tracting group and who would require 
further identification in the form of a 
plant badge. Re Cavallo Bus Lines, Inc. 
No. 39553, June 12, 1952. 


Citizens May Not Petition for Determination of Service Area 


Sky Indiana commission dismissed 
a citizens’ petition requesting that 
a certain area in the state be declared 
open territory for extension of service by 
any interested telephone company, The 
commission ruled that the petitioners 
were not proper parties. 


e 


Under a state statute questions relat- 
ing to utility boundaries or disputes be- 
tween utilities over territory limits may 
be brought before the commission only 
by the utilities and not by their patrons. 
Re Burkett et al. No. 23415, June 5, 
1952. 


Telephone Rates Fixed on Statewide Basis 


— Arkansas commission authorized 
an intrastate telephone rate increase 
which would yield a return of no more 
than 4.94 per cent, although it pointed 
out that it has consistently held that utili- 
ties operating in the state are entitled to 
a 6 per cent rate of return, The company 
had not requested rates that would yield 
a 6 per cent return. It only asked the 
commission to approve the rates as filed, 
and, if the commission would approve 
them, it would undertake to operate un- 


der them. The commission urged the 
company to pursue policies that would 
increase revenues and hold down ex- 
penses so that it might continue to oper- 
ate under the rates being approved. 
The statewide basis was adopted on 
the ground that there should be some 
uniformity in rates of a company oper- 
ating a number of exchanges in the state. 
It would be a cumbersome process to 
undertake to fix rates based on property 
valuation, revenues, and expenses for 
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each separate city or town. Keeping reve- 
nues, expenses, and property accounts 
for each separate telephone exchange 
would entail excessive costs which, in 
the end, would have to be borne by rate- 
payers. 

The commission observed that for 
many years it has had uniform rates for 
gas and electric service in the various 
communities having comparable popula- 
tion. But telephone rates in the larger 
communities must be higher than in 
smaller communities because the value of 
service advances with the increase of the 
number serviced through a single ex- 
change. Studies in investments in plant 
account and revenues and expenses re- 
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vealed that the cost per telephone in 
larger communities is greater because 
calling rates are higher, line loops are 
longer, and investment in central office 
equipment for interconnecting the larger 
number of telephones is greater. 

The commission found it unnecessary 
to make an allowance for working capital. 
The company accrued general property 
taxes and income taxes on a monthly 
basis. These were not paid to the taxing 
authorities for many months after ac- 
crual. This lag in payment was found to 
produce at least the amount the company 
claimed necessary for working capital al- 
lowance. Re Southwestern States Teleph. 
Co. Docket No. U-621, June 9, 1952. 


€ 


Co-operative Denied Authority to Acquire Telephone Plants 


5 Kansas commission denied a co- 
operative telephone association’s ap- 
plication for authority to acquire and op- 
erate telephone properties which were 
being operated by private companies. 
The existing companies were furnished 
adequate service at reasonable rates. The 
association did not propose to take the 
exchanges and operate them as going 
concerns, It planned to dismantle a major 
portion of the properties and construct 
new exchanges with dial equipment. 

The newly formed association had no 
assets and was relying heavily on bor- 
rowing from the Federal government. 
The commission believed that the burden 
would fall upon the ratepayers in view 
of the management’s inexperience and 
the fact that the contracts to purchase 
properties provided for a price beyond 
and above the going value. 

The commission said that it was de- 
batable if it was realistic or practical that 
people receiving reasonably efficent and 
sufficient service should be deprived of 


this service at reasonable rates. It found 
also that one city would be required by 
increased rates to sustain not only a new 
dial system at its exchange but a new 
dial system at other exchanges extending 
into other cities and counties, The com- 
mission said: 


We are appreciative of the desires 
of people who do not now have tele- 
phone service desiring such service but 
we cannot come to the conclusion here 
that two or three cities, in this in- 
stance particularly one, should be re- 
quired to abandon their exchanges 
with reasonably good service and em- 
bark primarily for the benefit of others 
on a long-range costly construction 
program with a utility that does not 
have any record of successful telephone 
management and which will receive its 
capital through extensive borrowings. 


Re Pioneer Teleph. Asso. Docket Nos. 
42,217-U, 42,219-U, 42,230-U, 42,372- 
U, 42,373-U, June 11, 1952. 


e 


Municipal Plant Extraterritorial Service Is Regulated 


HE Pennsylvania Court of Common 
Pleas of Dauphin County dismissed 
an action to enjoin the commission from 
taking jurisdiction over a complaint to 
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compel a municipal water plant to extend 
service beyond corporate limits. The city 
had sold its plant to a municipal authority 
but continued to furnish water service 
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within and outside its corporate limits 
under a lease. The court held that the 
transfer of the system to the authority 
without commission approval could not 
oust the commission’s jurisdiction over 
that part of the system located outside 
the corporate limits. 

Furthermore, the court held that the 
authority would come within the defini- 
tion of a municipal corporation in the 
provision of the Public Utility Law giv- 
ing the commission jurisdiction over ex- 
traterritorial service furnished by a 
municipal corporation. It was argued 


that the statute giving the commission 
jurisdiction over extraterritorial service 
was repealed by that section of the 
Municipality Authorities Act giving a 
court exclusive jurisdiction over rates 
charged by an authority. This argument 
was rejected, The act contains no refer- 
ence to the court’s jurisdiction over servy- 
ice. Furthermore, the provisions of the 
Municipality Authorities Act were not 
considered repugnant to that section of 
the Public Utility Law giving the com- 
mission jurisdiction. Allentown v,. Public 
Utility Commission, May 26, 1952. 


e 


Unfinished Construction Included in Telephone Rate Base 


ta North Carolina commission dis- 
allowed a telephone company’s pro- 
posed rate increase which would have 
yielded a return of 7.59 per cent, but it 
did authorize increased rates yielding a 
return of 6.50 per cent. It concluded that 
the rates approved would result in suffi- 
cient earnings to the company and were 
fair and reasonable. 

The company’s request for a rate in- 
crease was predicated upon the greatly 
increased cost of labor and materials, the 
increase in Federal income tax now tak- 
ing more than half of its net income, and 
an expansion program in progress. 

There was included in the rate base 
the amount which the company was in- 
vesting in a building to house equipment 
and personnel at one of its exchanges. 
The company owned the building, had 
architectural plans for construction, had 
begun construction work, had a firm con- 
tract for rebuilding the structure, and 
had partially secured and paid for ma- 
terials to be used. The construction con- 
tract stipulated completion within one 
hundred forty-five days from the date of 
delivery of necessary structural steel, a 
part of which was on hand or being fabri- 


= 


cated. The commission stated that it gen- 
erally does not subscribe to the inclusion 
of future expenditures in a rate base. In 
this instance, however, the expenditure 
relating to the buildings was only indi- 
rectly revenue producing. 

The commission allowed cash working 
capital equivalent to one-twelfth of an- 
nual operating expenses. Commissioner 
James, in a separate concurring opinion, 
disagreed with the inclusion of cash 
working capital. In this particular case, 
however, the gross additional revenue 
granted would not be substantially 
changed by the exclusion of cash work- 
ing capital. Consequently, he concurred 
in the general result. 

Commissioner James deemed it ap- 
propriate to reiterate his contention that 
the inclusion in the rate base of any 
amount for cash working capital is not 
justified where tax accrual funds col- 
lected from subscribers are sufficient for, 
or in excess of, needs for working capi- 
tal and are available for this purpose at 
all times. Such funds are collected far in 
advance of their remittance to proper tax 
authorities. Re North State Teleph. Co. 
Docket No, P-42, Sub 6, June 13, 1952. 


Other Important Rulings 


HE supreme court of South Caro- 
lina upheld the validity of an act 
creating the Clinton Newberry Natural 


Gas Authority to construct, operate, and 
maintain a gas distribution system, not- 
ing that this was a governmental func- 
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tion, that the Federal Power Commis- 
sion in alloting gas to the authority must 
be deemed to have found that public 
necessity and convenience demanded the 
service, and that the portion of the act 
permitting the authority to fix rates was 
not invalid on the ground that this is a 
function exclusively vested in the com- 
mission. Welling v. Clinton Newberry 
Nat. Gas Authority, 71 SE2d 7. 


The Wisconsin commission disal- 
lowed cash working capital in a telephone 
company’s rate base where there was a 
failure to give proper consideration to 
the lag between cash operating expense 
outlays and revenue collections, and par- 
ticularly to accumulations of cash for 
taxes. Re Crandon Teleph. Co. 2-U- 
3771, May 28, 1952. 


The Massachusetts Department of 
Public Utilities held that if a choice has 
to be made between the necessity of con- 
tinuing transit service at a higher fare or 
discontinuing such service, the former 
must be chosen. Re Rapid Transit, Inc. 
DPU 9568-A, May 27, 1952. 


The South Dakota commission held 
that orders of the Interstate Commerce 
Commission in general revenue cases are, 
in effect, a potential mandate to state 
commissions to bring their rates up to 
the same level as are prescribed for in- 
terstate application. Re South Dakota 
Rail Carriers, F-2322, June 13, 1952. 


The New Jersey Department of Pub- 
lic Utilities held that, although the In- 
terstate Commerce Commission has ex- 
clusive jurisdiction over railroads seek- 
ing to abandon intrastate operation 
where there is an overriding interest of 
interstate commerce to require such 
abandonment, a railroad must first apply 
to the state regulating body for author- 
ity to curtail service, and the state com- 
mission has power to grant or deny such 
curtailment. Re Hudson & Manhattan 
R. Co. Docket No. 6149, May 28, 1952. 


The Colorado commission held that a 
railroad seeking discontinuance of cer- 
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tain passenger trains must show that un- 
der economical management it cannot 
pay operating expenses under rates in 
effect, that an increased rate would not 
be commensurate with the value of serv- 
ice, and that the remaining service is rea- 
sonably adequate. Re Denver & R. G. 
W.R. Co. Application No. 11220, Deci- 
sion No, 38732, May 26, 1952. 


The Indiana commission, in authoriz- 
ing a bus company to discontinue service 
to a veterans’ hospital which had been 
deactivated, overruled objections to the 
proposed abandonment which were 
based on a fear that the discontinuance 
of bus service would adversely affect 
property values in the surrounding 
neighborhood and pointed out that the 
commission is not an instrument to aid 
in increasing real estate values or to lend 
assistance to property owners to main- 
tain the value of their property. Re 
Indianapolis Railways, Inc. No. 382-A, 
May 29, 1952. 


A Federal district court held that re- 
dried tobacco was an agricultural com- 
modity and not a manufactured product 
thereof and that a motor carrier trans- 
porting such tobacco in interstate com- 
merce, if at the same time it did not carry 
any other property or passengers for 
compensation, was not subject to the 
jurisdiction of the Interstate Commerce 
Commission except as to qualifications, 
maximum hours of service of employees, 
safety of operation, and standards of 
equipment. Interstate Commerce Com- 
mission v. Yeary Transfer Co., Inc. 104 


F Supp 245. 


The Massachusetts commission held 
that the commission may not, without a 
public hearing, order a transit company 
to continue operations pending a hearing 
and decision upon complaints against a 
proposed service curtailment. Re East- 
ern Massachusetts Street R. Co. DPU 
9964-9970, 9994, 9995, April 25, 1952. 


The supreme court of Wisconsin held 
that an order requiring a transit com- 
pany to extend its lines beyond the cor- 
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porate limits is ineffective unless or un- 
til franchises therefor are issued by the 
cities concerned, since the statutory pro- 
visions giving the commission authority 
to require service extensions are not self- 
executing. Milwaukee Electric R. & 
Transport Co. v. Public Service Com- 
mission, 52 NW 2d 876. 


The Wisconsin commission held that 
a telephone company’s practice of pro- 
viding only one-party and multiparty 
service, without distinction between busi- 
ness and residence or urban and rural 
service, was unjustly discriminatory. Re 
Iowa County Teleph. Co. 2-U-3722, 
June 10, 1952. 


The Colorado commission denied au- 
thority to operate as a private carrier 
where the applicant produced no ship- 
per-witnesses attesting to the need for 
such service and where existing com- 
mon carriers testified that such permit 
would impair their business and that the 
service was not needed. Re Johnson, 
Application No, 11728-PP, Decision No. 


38682, May 14, 1952. 


The Washington commission granted 
a petition by a truck owners’ association 
for a 7 per cent rate increase to com- 
pensate the trucking companies for a 
wage increase of 20 cents an hour which 
they had been required to give their 
drivers under a new labor contract, 
where the increase would result in an 
operating ratio of 99.44 per cent, which 
was not considered excessive. Re Truck 
Owners Asso. of Seattle, Cause No. T- 
8767, June 9, 1952. 


The Pennsylvania commission held 
that actual investment may be one of the 
measures to be considered in arriving at 
fair value but it is not per se fair value. 
Stevenson et al. v. Centerville Teleph. 
Co. Complaint Docket No. 15279, May 
26, 1952. 


The Pennsylvania commission held 
that a utility cannot, by agreement with 
a patron, limit or relieve itself of the 
obligation to serve the public. Lake Gree- 
ley Camp v. Lackawaxen & Hawley 
Teleph. Co. Complaint Docket No. 
15639, May 19, 1952. 
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Re Mountain States Telephone & 
Telegraph Company 


Application No. 11245, Decision No. 38593 
May 6, 1952 


PPLICATION by telephone company for order ascertaining 
A fair value of property, fair rate of return, and revenues 
to which it is entitled; valuation, rate of return, and additional 

revenue requirements determined. 


Expenses, § 87 — License contract payments to parent telephone company. 
1. Payments by an operating telephone company to its parent company of 
one per cent of its gross revenues under a license contract under which the 
parent renders various legal, engineering, administrative, accounting, and 
research services to the operating utility are allowable operating expenses 
where the evidence indicates that the contract has produced real and material 
savings to the operating company, p. 37. 


Expenses, § 85 — Purchases of equipment from affiliated supplier. 
2. Expenditures made by an operating telephone company to purchase 
equipment from an affiliated supplier were found to be reasonable where it 
appeared that the supplier’s prices were at all times substantially lower 
than the lowest price at which the same equipment was available to the 
general trade, and where the supplier’s return of 7.7 per cent on its net 
investment was not excessive, p. 38. 


Apportionment, § 7 — Separation of telephone plant revenues and expenses — Use 
of Charleston Plan. 
3. The procedures of separation outlined by the so-called NARUC Charles- 
ton Plan were followed in apportioning telephone plant revenues and ex- 
penses between a statewide company’s interstate and intrastate operations, 
p. 39. 


Valuation, § 30 — Method of determining rate base — Original cost — Repro- 
duction cost. 
4. The Commission may base a valuation of public utility property on 
original cost less depreciation and is not bound to set the present valuation 
entirely on a reproduction cost new basis, p. 40. 


Valuation, § 216 — Property held for future use. 

5. Property held by a telephone company for future use was included in 
the company’s rate base where it appeared that the company was holding 
the property for use in connection with the installation of two new central 
offices in the near future and that the company had shown proper foresight 
in purchasing the property prior to a tremendous increase in real estate 
values in recent years, p. 43. 
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Valuation, § 68 — Rate base — Plant acquisition adjustment. 
6. An acquisition adjustment is not allowable in a net original cost rate 
base, inasmuch as it represents an unamortized amount in excess of that paid 
for the property over and above original cost, p. 43. 


Valuation, § 224 — Telephone plant under construction — Interest. 
7. Telephone plant under construction was included in a rate base on the 
condition that the related interest charged to construction be included as an 
addition to revenue in computing net operating earnings, p. 43. 


Valuation, § 299.1 — Working capital allowance — Tax accruals. 
8. A telephone company should be allowed cash working capital when large 
amounts of accrued and unpaid taxes which the company has on hand are 
not sufficient to meet cash requirements and the company would need still 
larger cash balances except for a working arrangement with its parent com- 
pany under which it borrows money on short notice. p. 44. 


Return, § 27 — Interest and dividend requirements — Surplus. 
9. A telephone company should be allowed a rate of return which will per- 
mit it to pay interest and reasonable dividends and still leave something to 
be passed to its surplus account, p. 47. 


Return, § 15 — Formula for determination. 
10. There is no one formula or set of formule on which the Commission 
can rely in arriving at a fair rate of return, nor can the rate be fixed by 
any mathematical calculation, p. 51. 


Return, § 111 — Telephones. 
11. A rate of return of 6.35 per cent was considered adequate to permit a 
telephone company to assure confidence in its financial soundness, to main- 
tain credit, and to attract capital necessary for the proper discharge of its 
public duties, p. 53. 

Valuation, § 25 — Rate base — Date of determination. 
12. A rate base made up of a telephone company’s average total net invest- 
ment for the most recent date for which records were available was allowed 
instead of the rate base filed with the company’s application some ten months 
earlier, in order to provide some compensation for the attrition in the com- 
pany’s earnings which arises in an inflationary period, principally because 
plant extensions required to serve new customers cost a great deal more than 
the average net plant per telephone already in service, p. 54. 


Return, § 15 — Balancing of investor and consumer interest. 
Statement that the rate-making process involves a balancing of the in- 
vestor and consumer interests, wherein the consumer pays no more than Is 
necessary to provide good service and the investor receives no more than the 
fair rate of return, p. 47. 


Return, § 26 — Capital structure. 


Statement that it is more realistic to base a required rate of return for a 
telephone company upon the company’s existing capital structure, rather 
than upon a hypothetical one, p. 53. 


> 


APPEARANCES: John R. Turnquist cant; Harry M. Howard, and Joseph 
and Elmer L. Brock, Denver, for appli- A. Riggenbach, for the city of Monte 
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RE MOUNTAIN STATES 


Vista, Frank A. Hoisington, for the 
city of Grand Junction; L. R. Kuiper, 
for the city of Delta; Leonard M. 
Campbell, Leland E. Modesitt, Mitchel 
Johns, and Malcolm Crawford, for the 
city and county of Denver; F. T. Hen- 
ry and Louis Johnson, for the city of 
Colorado Springs; Eric T. Kelly, for 
the city of Pueblo; Earl W. Haffke, 
for the city of Fort Morgan; John C. 
Banks, for the city of Grand Junction; 
John A. Hughes, for the city of Mont- 
rose; Ralph Sargent, Jr., Denver, for 
the Commission. 


By the Commission: On June 25, 
1951, the Mountain States Telephone 
and Telegraph Company (hereinafter 
referred to as the “company,” or “ap- 
plicant”), filed with this Commission 
an application requesting the Commis- 
sion to fix a date for a hearing for the 
purpose of receiving evidence to enable 
the Commission to ascertain the fair 
value at the present time of applicant’s 
property devoted to public service 
within the state of Colorado, and to 
ascertain the facts which may have a 
bearing on such value, to determine 
the fair rate of return thereon, and the 
revenues to which applicant may be 
entitled, to the end that applicant can 
be afforded relief in the most expedi- 
tious manner through the appropriate 
regulatory channels, and to make such 
other findings and orders as may be 
just and proper. 

The Commission set the matter for 
hearing on September 4, 1951, and on 
that date, due notice having been given 
to all interested parties, hearings com- 
menced. At these hearings, represent- 
atives of the following cities and 
towns appeared: The city and county 
of Denver, Monte Vista, Grand Junc- 


TELEPH. & TELEG. CO. 


tion, Delta, Colorado Springs, Pueblo, 
Fort Collins, Fort Morgan, Boulder, 
and Montrose. The people of the state 
of Colorado were represented by the 
staff of the Commission, which staff, 
prior to the commencement of the hear- 
ings, made extensive investigation of 
the books and records of the company 
and its properties within the state of 
Colorado. The Municipal League of 
Colorado was also represented and it 
presented three expert witnesses. 


Hearings continued through Sep- 
tember 17, 1951, at which time the 
Commission’s staff and the municipali- 
ties requested a recess for the purpose 
of preparing further cross-examina- 
tion and rebuttal, which request was 
granted. 


Hearings resumed on December 6, 
1951, and continued through Decem- 
ber 14, 1951, at which time the case 
was taken under advisement by the 
Commission. 

On April 8, 1952, the Commission 
ordered a limited reopening of the case, 
directing the applicant to present ex- 
hibits showing certain information for 
the full year 1951, and for the twelve 
months ending January 31, 1952. 


Hearings were held on this reopen- 
ing on April 28, 1952. In all, the 
hearings consumed eighteen days, and 
the record consists of approximately 
2,000 pages and 115 exhibits. 


The Regulatory Situation in Colorado 


Applicant has alleged in its applica- 
tion that it is in dire financial straits in 
Colorado. It also alleged that the 
matter of regulation of public utility 
rates, and particularly telephone rates 
in Colorado, has been in a confused 
state for many years, and has grown 
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progressively more confused in recent 
years. From a review of the evidence, 
it is apparent to the Commission that 
the confused state of regulation in 
Colorado is, to a large extent, respon- 
sible for applicant’s financial condition. 
This state of confusion originated 
with a supreme court decision in 1919, 
(67 Colo 225, PUR1920A 238, 184 
Pac 604), wherein the court held that 
this Commission had no jurisdiction 
to regulate the rates to be charged by 
applicant in its local service within the 
city and county of Denver. This deci- 
sion led to a long series of litigation 
involving a number of utilities, includ- 
ing applicant, culminating in a deci- 
sion in 1949, wherein the supreme 
court held that only the people in Den- 
ver, in effect, had the power to regu- 
late rates in Denver. A suit for refund 


of certain of the rates of applicant be- 
ing collected in Denver was com- 


menced by two subscribers. This 
Commission, recognizing that service 
within the Metropolitan Area of Den- 
ver over which it had unquestioned 
jurisdiction (which service was in the 
public interest) was being jeopardized, 
brought an action in the district court 
in the city and county of Denver, ask- 
ing that court to declare just what its 
jurisdiction was in the premises. 
This action prosecuted through the 
supreme court of the state, finally re- 
sulted in that court reversing the 1919 
decision, and holding that this Com- 
mission is the sole agency that has 
jurisdiction over intrastate telephone 
rates throughout the state of Colorado, 
and that so-called “home-rule cities” 
have no jurisdiction over such rates. 
This decision has now been made final, 
and therefore, the confused state of 
regulation in Colorado has been clari- 
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fied. Prior to the rendition of that 
decision, however, applicant, appar- 
ently feeling that no one else in the 
state of Colorado was in a position to 
make the proper investigation and 
findings, brought this action, and 
hearings were held, as hereinabove set 
forth. As may be seen, Denver and 
other cities voluntarily appeared before 
this Commission and participated in 
the hearings, which was commendable 
co-operation on their part, and fortu- 
nate in view of the developments, 
Pending final determination of the case 
in the supreme court, however, it had 
been agreed that the instant case 
should be held in status quo, and this 
Commission has not felt that it was in 
a position to act until the present time. 
It has, however, during this interval, 
been giving careful consideration to all 
of the evidence presented in the case. 


History of the Company and 
Nature of Its Operations 


The Mountain States Telephone and 
Telegraph Company is a Colorado 
corporation, with its principal offices 
located at 931 Fourteenth street, Den- 
ver, Colorado. It is duly authorized 
to engage as a public utility, and is 
engaged in the business of furnishing 
communication services ; namely, local 
and toll telephone service in the states 
of Arizona, Colorado, Montana, New 
Mexico, Utah, Wyoming, Idaho south 
of the Salmon river, and in El Paso 
county, Texas. The company is a 
subsidiary of American Telephone and 
Telegraph Company, a New York 
corporation (hereinafter referred to as 
the “Amercian Company”), which 
owns approximately 85 per cent of the 
outstanding capital stock of the appli- 
cant company. 
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Intercorporate Relationship 


1. As noted above, the American 
Telephone and Telegraph Company 
owns a controlling interest in appli- 
cant. It also owns the Western Elec- 
tric Company, and it and Western 
Electric Company own the Bell Labo- 
ratories. The American Company 
furnishes to applicant under contract 
certain services, and applicant also pur- 
chases practically all of its plant and 
equipment from Western Electric. Be- 
cause of this relationship, contractual 
arrangements under which the appli- 
cant purchases materials and supplies 
from Western Electric, and where 
applicant pays certain fees to the 
American Company, are carefully 


examined by this Commission. 


A. General Services and 
License Costs 


[1] One of the items claimed as an 
operating expense is an amount paid 
by applicant to the American Company 
pursuant to the terms of a license 
agreement which has long been in 
effect between the two companies with 
modifications made therein from time 
to time. The amount to be paid is 
determined by taking one per cent of 
the gross operating revenues less un- 
collectible revenues of the operating 
company. This method of payment is 
frequently criticized because it has no 
direct relationship to the cost or value 
of the services rendered. Under the 
agreement, the American Company 
continuously carries on fundamental 
work of research, investigation, and 
experimentation in the art of telephony 
and in the development of plans, meth- 
ods, and systems designed to improve 
telephone service and to reduce costs. 
All of the benefits derived from such 


work are made available to applicant. 
The applicant receives the benefit of all 
of the research and development work 
of the Bell Laboratories. It also re- 
ceives the benefit of the services of 
the American Company’s general de- 
partment which include advice and 
assistance regarding the construction, 
maintenance, etc., of plant and equip- 
ment, traffic operations, both exchange 
and toll, administration of business 
offices, relations with customers, sales, 
advertising and _ servicing work, 
accounting principles and methods, 
personnel and training matters, taxes, 
patent, legal, and financial matters. In 
regard to patents, applicant is given 
full use of all the patents held by the 
American Company, and is protected 
against suits from patent infringements 
which may arise from its use of these 
patents. These services also include 
negotiations and discussions with 
governmental agencies, such as the 
Armed Services, the Federal Commu- 
nications Commission, the Internal 
Revenue Bureau, the Securities and 
Exchange Commission, etc. The 
applicant contends that these services 
are of great value to it, and that if 
this common source were not avail- 
able to it, it would have to expend a 
great deal more than it is currently 
paying for the services. Applicant 
states that it is a policy of the Ameri- 
can Company to maintain a reason- 
able relationship over a period of years 
between the payments received and the 
costs incurred. It would appear that 
over a 10-year period, without taking 
into consideration the factor of the 
capital used by the American Com- 
pany in furnishing the service, the 
expense reasonably approximates the 
amount of the payment therefor. It 
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would appear from the evidence that Both telephone apparatus and equip- 
these services are necessary and havea _ ment include those materials used at 
real value, and had it not been for central offices and at private branch 
many of the technological improve- exchanges, including switchboards, 
ments which have resulted from these dial equipment, toll terminal equip- 
services over the years, telephone rates ment and associated apparatus. It 
would need to be much higher than also includes such items as telephone 
they are presently. These improve- instruments, coin collectors, and tele- 
ments resulted from continuous ef- phone booths which are used on the 
forts, experimentations, and research, subscriber’s premises. All of these 
and consisted of such items, among materials and the lead-covered cable 
others, as: reducing the size of are generally manufactured by West- 
wires, thereby increasing the number ern. Other outside plant materials, 
of wires that could be placed in a_ such as poles, cross-arms, wire under- 
cable; the development and improve- ground conduit, and hardware, are 
ment of vacuum tubes resulting in generally purchased by Western from 
lower power consumption and large other operators. When applicant in- 
savings in maintenance and replace- stalls a new central office or large pri- 
ment and in battery facilities; develop- vate branch exchange, or makes a ma- 
ment of the transistor which is pres- jor addition to an existing one, it gen- 
ently in its infancy, but promises im- erally employs Western to install the 
pressive results and economies; devel- equipment, this being the final stage of 
opment of the carrier systems, where- the manufacturing processes. On 
by a greater number of messages may large installation jobs, Western is 
be carried over fewer wires. generally employed to do the detailed 
This includes only a few of the vast ¢ngineering. Apparatus and equip- 
number of improvements which have ment installed and other materials rep- 
been made available to applicant under Tesent about 97 per cent of applicant's 
the license contract. The evidence total purchases from Western. West- 
indicates that these savings have been ¢ also performs for applicant at its 
real and material. Denver distributing house, certain 
relatively minor services, which to- 

B. Western Electric Prices gether account for the remaining 3 per 

[2] Most of the materials which °°" These services consist of receiv- 


applicant uses in the construction and ‘8: classifying, storing, and repair- 
mairitenance of its telephone plant are i" materials removed from the tele- 
purchased from Western Electric Com- phone plant and disposing of them as 
pany, Inc. (hereinafter referred to as directed by the telephone company. 
“Western”). Western is, in effect, Allof this is done under the “Standard 
the manufacturing and supply depart- Supply Contract,” under which West- 
ment for all of the operating companies ¢tn agrees, on order of applicant, and 
of the Bell System. Broadly speaking, to the extent reasonably required by 
applicant’s purchases from Western applicant’s business, to manufacture 
consist of telephone apparatus and materials, to purchase and inspect 
equipment and outside plant material. materials manufactured by others, to 
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sell such materials to applicant, to pre- 
pare equipment specifications, and to 
perform installations of equipment. 
Western also agrees to carry reason- 
able stocks of materials and perform 
the services previously mentioned in 
connection with the recovery of used 
materials. The contract does not re- 
quire applicant to purchase its materi- 
als from Western, but on the contrary, 
specifically states that applicant does 
not have to make any purchases from 
Western if it does not wish to do so. 
The contract specifically provides that 
Western’s prices and terms to appli- 
cant shall be as low as to its most fa- 
vored customers for like materials and 
services under comparable conditions. 
A comparison of Western prices with 
the prices of other manufacturers 
shows that Western prices generally 
are on the whole lower. For example, 
Western’s prices to applicant for tele- 
phone sets have, at all times, been sub- 
stantially below the lowest price at 
which the same or equivalent sets have 
been available to the general trade. It 
appears also that there is a direct bene- 
fit to all of the operating companies in 
having uniformity in the materials 
being supplied to them. Particularly 
is this true in cases of emergency, such 
as severe storms, flood damage, etc., 
when it is necessary to transfer crews 
from one operating company to an- 
other to restore service. 


C. Western Electric Company 
Earnings 


Western Electric Company earnings 
have fluctuated widely over the years, 
and during the depression it incurred 
repeated deficits. For the 26-year peri- 
od from 1925 through 1950, the West- 
ern Electric margin of profit per dollar 


of sales has averaged 4.4 cents, and for 
this same period, Western’s rate of 
return on net investment averaged 
7.7 per cent. Western is a manufac- 
turing company, and while during 
World War II the bulk of its sales was 
to the United States Government, and 
some of this business continues, over 
the past twenty years, excluding war 
years, about 90 per cent of Western’s 
sales have been to Bell customers. A 
comparison of Western’s earnings 
with those of fifty other companies 
which cover a broad cross-section of 
the manufacturing industry, shows 
that these fifty companies, for the peri- 
od from 1925 through 1950 had a mar- 
gin of profit of 6.4 cents per dollar of 
sales, as compared with 4.4 cents for 
Western of its business with Bell cus- 
tomers for the same period, and the 
return on net investment for these 
other companies was 10 per cent, com- 
pared with Western’s earnings of 7.7 
per cent on its business with Bell cus- 
tomers. While this Commission does 
not consider that this is an unreason- 
able average rate of earnings for a 
manufacturing company, we are aware 
that in recent years Western’s earn- 
ings have substantially exceeded this 
rate. The special Cooperating Com- 
mittee of the NARUC-FCC is giving 
continuing attention to these earn- 
ings, and is making periodic reports 
to which this Commission will give 
continuing consideration. 


Separations of Interstate and Intra- 
state Property and Operations 


[3] Much of the Colorado property 
of applicant is used in the rendition of 
both intrastate and interstate service. 
Applicant in its exhibits as originally 
presented in this case, separated the 
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intrastate plant and operations from 
its total plant and operations by the 
use of what is known as the “Separa- 
tions Manual” prepared by a sub- 
committee of the co-operating staff 
committee of the National Association 
of Railroad and Utility Commission- 
ers and Federal Communications 
Commission. This manual has never 
been officially adopted by this Com- 
mission, and there has been some criti- 
cism of the manual. As a result, vari- 
ous studies have been conducted by 
regulatory groups, such as the tele- 
phone committee of the National Asso- 
ciation of Railroad and Utilities Com- 
missioners, the Federal Communica- 
tion Commission, and others, with the 
view of devising a plan for separa- 
tions which would be more equitable 


and generally acceptable to all con- 
cerned. During the interval between 
the original hearings in this case and 
the resumption of those hearings in 
December, the National Association 
of Railroad and Utilities Commission- 
ers and the Federal Communications 


Commission agreed upon what is gen- 
erally referred to as the Charleston 
Plan, and at the hearings in Decem- 
ber, applicant placed in evidence exhib- 
its based upon that Charleston Plan, 
being Exhibits 58, 59, 60, 61, and 62. 
These exhibits reflected the changes in 
separations procedures. In our re- 
view of the operating results of appli- 
cant, we shall, for the purposes of this 
case, adjust all plant items, operating 
revenues, and operating expenses to 
reflect the use of the procedures of 
separations as outlined by the Charles- 
ton Plan. 
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Fair Value of the Property of the 
Company in Colorado 


[4] The applicant presented consid- 
erable testimony of various witnesses 
as to the fair value at the present time 
of applicant’s property devoted to pub- 
lic service within the state of Colorado, 
Applicant presented witnesses who 
testified as to the reproduction cost 
new less depreciation value of tele- 
phone property. In addition, evidence 
was submitted by applicant showing 
the average net investment of appli- 
cant in telephone property which fig- 
ures were based on the original cost of 
the property less allocated deprecia- 
tion reserve. In addition to these fig- 
ures, the applicant submitted exhibits 
showing the average investment in 
telephone property with no deduction 
for allocable depreciation reserve, as 
well as the average investment in tele- 
phone property less one-half of the 
allocated average depreciation reserve. 

Counsel for the applicant, however, 
maintained throughout the hearing 
that in arriving at a value this Com- 
mission should give weight to both the 
present value of the telephone property 
of applicant which is being devoted to 
public use and to the reproduction cost 
new less depreciation value. To sup- 
port this contention, counsel for appli- 
cant cited the case of Ohio & C. Smelt- 
ing & Refining Co. v. Public Utilities 
Commission, 68 Colo 137, PUR1920D 
197, 187 Pac 1082, decided by the 
Colorado supreme court in 1920. 

Mr. Boggs, who is employed by 
applicant, testified that the present 
value of the telephone property of 
applicant in the state of Colorado was 
the reproduction cost new less depre- 
ciation value, and he testified that the 
average appraised value of the Colo- 
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rado intrastate property for the year 
ending May 31, 1951, was $86,629,- 
000. Mr. Theodore E. Seelye, vice 
president of the engineering firm of 
Day and Zimmerman, Inc., testified 
that the present value on January 1, 
1951, was $85,164,666. As adjusted 
for the Charleston Plan, the value as 
of December 31, 1951, in the case of 
Mr. Boggs’ testimony, was found to be 
$88,076,000, and Mr. Seelye’s figures 
as of that date, $86,551,000. As of 
January 31, 1952, the corresponding 
figures were $88,524,000 and $86,- 
990,000, respectively. 

In contrast to these figures, the 
applicant also introduced exhibits 
showing the average intrastate net 
investment for the twelve months end- 
ing May 31, 1951—that is, the total 
investment less allocable depreciation 
reserve. This figure amounted to 
$50,221,014. The actual intrastate 
net investment as of May 31, 1951, 
was $52,664,820. The average intra- 
state net investment for the twelve 
months ending December 31, 1951, 
was $53,582,626, and the actual intra- 
state net investment as of December 
31, 1951, was $57,650,932. The aver- 
age for the twelve months ending Jan- 
uary 31, 1952, was $54,201,058, and 
the actual net investment as of Janu- 
ary 31, 1952, was $58,571,638. 

The cities represented at the hearing 
and the Colorado Municipal League 
vigorously protested the arguments by 
counsel for applicant that this Commis- 
sion should give particular weight to 
the valuation of the telephone compa- 
ny’s property based on a reproduction 
cost new less depreciation theory in 
determining present valuation. Mr. 
Butler, a consulting engineer of wide 
experience, testifying for the Colorado 


Municipal League, stated that the 
legitimate original cost in net invest- 
ment (which is the over-all cost of the 
property, less the depreciation reserve) 
is the appropriate rate base, and that 
the appraised present value is in his 
opinion of no significance. Mr. Butler 
testified that increases in the earning 
requirements of utilities during infla- 
tionary periods can best be reflected by 
a higher rate of return, rather than by 
increasing the rate base above the re- 
corded original cost. 

This Commission does not agree at 
all with the contention by counsel for 
the applicant that the Colorado su- 
preme court in the Ohio Refining Case, 
supra, has in any way limited this 
Commission under one theory or an- 
other as to the proper rate base that 
should be set by this Commission in a 
valuation proceeding. It is the statu- 
tory responsibility of this Commission 
to see that public utilities under the 
jurisdiction of this Commission in this 
state charge just and reasonable rates 
for their services. Such rates contem- 
plate the production of revenue to a 
public utility which will yield that util- 
ity a fair return upon reasonable value 
of its property at the time that property 
is being used for the public. This the 
Colorado supreme court has clearly 
recognized in the Ohio Refining Case, 
supra, as indicated by the language of 
the court on page 146 of 68 Colo, and 
page 205 of PUR1920D. 

The court, in that opinion, goes on 
to say as follows: 

“To ascertain such reasonable value 
for the purpose of fixing rates and in 
addition to its net earnings, it is the 
rule of law that there are four different 
theories for the determination of what 
constitutes a reasonable value under 
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the facts of any particular case: ‘These 
theories are generally defined by 
terms which indicate the method of 
ascertaining what would be a fair re- 
turn on the reasonable value of the 
property, and are thus expressed: 
Original cost; cost of reproduction; 
outstanding capitalization, and present 
value. Since the authorities are not 
agreed as to the proper theory for de- 
termining rates nor as to the manner 
of applying the legal principle estab- 
lished for that purpose, it is impossible 
that they should agree on what con- 
stitutes a reasonable rate in any case 
o1 that any decision in any state should 
control in other states, although the 
facts of the case may be similar or even 
identical, because the courts are not 
agreed as to the proper theory to be 
applied for the solution of the ques- 
tion.’ 


“The adoption of any one of these 
four theories in a given case is attend- 
ed with great difficulty, and in some 
cases impossible for any one of them to 


prevail and justice be done. But so 
many decisions have been rendered in 
relation to the proper method of ascer- 
tainment of the reasonable value of 
the property that Commissions of this 
character may be presumed to be fairly 
enlightened when considering the par- 
ticular case as to whether any one or 
more of these theories may be justly 
adopted and for such reason, so that 
in this case a further discussion of this 
subject is not important.” 

The court then concludes that in any 
case “it is a necessary prerequisite 
that a reasonable value of the property 
at the time it is being used be estab- 
lished.” 

Far from binding the Commission 
to any one approach in the question of 
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valuation of the property of a public 
utility, it seems to this Commission 
that the Colorado supreme court has 
recognized that there are various 
approaches. 

Subsequent to the Ohio Refining 
Case in Colorado, the United States 
Supreme Court handed down its deci- 
sions in 1941 and 1943 in the case of 
Federal Power Commission v. Natu- 
ral Gas Pipeline Co. (1942) 315 US 
575, 86 L ed 1037, 42 PUR NS 129, 
62 S Ct 736, and Federal Power Com- 
mission v. Hope Nat. Gas Co. (1944) 
320 US 591, 88 L ed 333, 51 PUR NS 
193, 64 S Ct 281. These decisions 
interpreted the power of the Federal 
Power Commission under the Natural 
Gas Act, which prescribes a statutory 
standard of just and reasonable rates 
similar to the statute under which the 
Colorado Public Utilities Commission 
obtains its authority. In these deci- 
sions, the United States Supreme 
Court recognized that a Commission is 
not bound to the use of any single 
formula or combined formulae in de- 
termining just and reasonable rates. 
The court said, in Federal Power Com- 
mission v. Hope Nat. Gas Co. supra, 
at p. 200 of 51 PUR NS, at p. 287 
of 64 S Ct: 

“Under the statutory standard of 
‘just and reasonable’ it is the result 
reached, not the method employed 
which is controlling.” 

Therefore, this Commission recog- 
nizes that while its responsibility might 
be to give consideration to the repro- 
duction cost new valuation of the tele- 
phone company’s property as appraised 
by witnesses of the telephone company, 
it agrees with the Colorado Municipal 
League that it is not bound to set the 
present valuation of the telephone com- 
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pany’s property entirely on such a ba- 
sis This Commission believes that it 
may fix the valuation of a public util- 
ity’s property as its original cost, less 
depreciation, and may set a fair rate of 
return on that valuation, so that it will 
produce revenues enabling the utility 
to maintain its credit and attract the 
capital necessary for the proper dis- 
charge of its public duties. This Com- 
mission will then have satisfied its 
obligation to the public and to the 
utility which it regulates. 

In the instant matter, the Commis- 
sion is of the opinion and believes that 
the fair valuation of the property of 
applicant can best be determined on the 
basis of its net original cost on its total 
Colorado intrastate investment, less 
the allocated depreciation reserve. 

As hereinbefore stated, the record 
in this matter contains the figures 
showing the Colorado intrastate in- 
vestment of applicant less the allocated 
depreciation reserve for various peri- 
ods between May 31, 1951, and Janu- 
ary 31, 1952. In addition to the tele- 
phone plant in service (Account 
100.1), the figures showing the total 
investment include Property Held for 
Future Telephone Use (Account 
100.3), Telephone Plant Acquisition 
Adjustment (Account 100.4), Tele- 
phone Plant under Construction (Ac- 
count 100.2), Materials and Supplies 
(Account 122), and Cash Working 
Capital. Then from the total invest- 
ment is deducted the allocated depre- 
ciation reserve to arrive at the net in- 
vestment rate base. 


Property Held for Future 
Telephone Use 


[5] The amount claimed by appli- 
cant as part of its rate base designated 


as “Property Held for Future Tele- 
phone Use”’ consists, as we understand 
it, of two pieces of property purchased 
by applicant which applicant is hold- 
ing for use in connection with the in- 
stallation of two new central offices in 
the near future. In view of inflation- 
ary trends and the tremendous increase 
in real estate values in recent years, we 
think that applicant has shown proper 
foresight in purchasing that property 
and such property should be included 
in the rate base. 


Telephone Plant Acquisition 
Adjustment 


[6] The Telephone Plant Acquisi- 
tion Adjustment, included in the total 
investment figures of applicant, repre- 
sents an unamortized amount which is 
the excess that was paid for said tele- 
phone property over and above the 
original cost thereof. Since this 
amount represents an amount over and 
above the original cost of the property, 
the Commission does not believe that 
this account is properly allowable in a 
net original cost rate base. 


Telephone Plant under Construction 


[7] The amounts shown as “Tele- 
phone Plant under Construction” in- 
clude plant which is being constructed, 
but which has not yet been placed in 
service. Witness Knapp, testifying on 
behalf of the Colorado Municipal 
League, took the position that Tele- 
phone Plant under Construction should 
not be part of the rate base because it 
is not yet in service and because, since 
interest is charged during construc- 
tion and is included in the amount 
showing Telephone Plant under Con- 
struction, to allow the applicant to earn 
on that interest charged during con- 
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struction would amount to a double 
return. 

The applicant anticipates that plant 
under construction will in the foresee- 
able future continue to be an item sub- 
stantial in amount during this period 
of expansion. In view of that fact, 
this Commission will allow Telephone 
Plant under Construction in the rate 
base, but will require that the related 
interest charged to construction be in- 
cluded as an addition to revenue in 
computing the net operating earnings. 


Materials and Supplies 


There has been no disagreement 
among the parties as to the inclusion 
of this account in an original cost rate 
base, nor has there been any disagree- 
ment as to the reasonableness of these 
amounts, and we believe the request 
of allowance for Materials and Sup- 
plies is reasonable and proper and 
should be included as a part of the rate 
base. 


Cash Working Capital 


[8] Cash Working Capital is usu- 
ally defined as the amount of cash nec- 
essary to meet operating expenses be- 
fore the revenues become sufficient to 
pay these expenses. These funds are 
supplied by the owners of a utility, and 
consequently are an element of the 
rate base upon which the allowable 
return is predicated. Applicant bills 
for exchange revenues in advance; 
however, toll revenues are billed in 
arrears, and there is a lag in collection, 
so there is no actual net prepayment for 
service by the customers. Applicant, 
as a member of the Bell System, is in 
an advantageous position, in that it 
can borrow money pursuant to the 
terms of the license contract from the 
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American Company on short notice, 
thus transferring the need for reten- 
tion of large cash balances from appli- 
cant to its parent. While applicant 
has large amounts of accrued and un. 
paid taxes, it would need still larger 
cash balances except for this arrange. 
ment with the American .Company, 
The Commission considers that Cash 
Working Capital is properly includible 
in the rate base, and that the amount 
so claimed by applicant, which is based 
on its actual working cash, is not ex- 
cessive. 


Total Net Investment 


Excluding the Telephone Plant 
Acquisition Adjustment, which the 
Commission has disallowed, and after 
deducting the allocated depreciation 
reserve, the net investment of applicant 
is as follows: 


Average for year ended May 31, 

1951 $50,216,149 
52,660,941 
55,366,454 


Actual at May 31, 1951 .. 
Actual at September 30, 1951 . 
Average for year ended December 
31, 1951 .. 53,578,838 
Actual at December 31, 1951 . 57,647,865 
Average for year ended January 
ae 54,197,378 


31, 1952 .. 
Actual at January 31, 1952 58,568,550 


Operating Results 


Applicant has maintained its ac- 
counts in accordance with a system of 
accounts first prescribed by the Inter- 
state Commerce Commission in 1913, 
and since 1935 has followed a Uniform 
System of Accounts prescribed by the 
Federal Communications Commission. 
Applicant also makes regular reports 
to this Commission, the Federal Com- 
munications Commission, and _ state 
Commissions in other states in which 
applicant operates. The staff of the 
Commission has made a careful check 
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of the original books of entry of appli- 
cant, and no question has been raised 
as to the accuracy of these accounts, 
but all parties to this action have ac- 
cepted them as being correct. The ac- 
counts have been audited annually by 
Lybrand, Ross Bros. & Montgomery, 
independent public accountants, since 
1935, and at the time of their original 
audit in 1935, that firm reviewed the 
records of applicant since its formation 
in 1911, and expressed satisfaction as 
to the accuracy of the telephone plant 
and other accounts of the applicant. 
Applicant regularly prepares reports 
of plant investment, revenues, and ex- 
penses by states, since each state area 
isan operating unit under the direction 
of different operating officials. These 
state reports reduce its revenues and 
expenses to a figure for net operating 
earnings and show the investment of 


telephone property applicable to each 
state, thereby providing a means of 


measuring operating results. On the 
books of applicant, the primary ac- 
counts are subdivided so as to obtain 
directly therefrom as nearly as pos- 
sible the data required for reports by 
states. Revenues of each state, includ- 
ing the proper portion of interstate 
revenues, are recorded separately for 
each state. The investment in tele- 
phone plant applicable to each state is 
recorded separately. Expenses direct- 
ly applicable to a particular state, to- 
gether with the proper portion of divi- 
sion and general expense, is included 
for each state. These operating re- 
ports for state areas cover all opera- 
tions in the state, including those per- 
taining to interstate business. Since 
the telephone plant of applicant in each 
state generally is used for both intra- 
State and interstate operations, and the 
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same employees handle both types of 
operations, it is necessary for the appli- 
cant to make a separation of the plant 
operating expenses and all other fac- 
tors by means of studies of the usage 
of the two types of service—that is, 
intrastate and interstate. When the 
hearings first commenced in this case, 
these separations were made in accord- 
ance with the principles set forth in 
the Separations Manual covering 
Standard Procedures for Separating 
Telephone Property, Revenues and 
Expenses prepared by a Sub-Commit- 
tee of the Co-operating Staff Commit- 
tee of the National Association of 
Railroad and Utilities Commissioners 
and Federal Communications Com- 
mission, which is the manual hereto- 
fore referred to under Separations of 
Interstate and Intrastate Property and 
Operations. Presently, the separa- 
tions studies are made in accordance 
with the so-called Charleston Plan 
hereinbefore referred to. 

Applicant introduced Exhibit No. 
17, entitled “Colorado Intrastate 
Operations—Twelve Months Ended 
May 31, 1951, Net Operating Earn- 
ings, Actual Results for the Period.” 
Local service revenues which accrued 
from the furnishing of local exchange 
service amounted to $18,723,294. Toll 
service revenues which are derived 
from furnishing intrastate message 
telephone toll service, including reve- 
nues from teletypewriter and toll pri- 
vate line service, amounted to $6,093,- 
889. Miscellaneous revenues which 
result from other services, such as 
advertising in telephone directoriés, 
etc., amounted to $1,807,958. Uncol- 
lectible Operating Revenues amount- 
ing to $56,856, are deducted from to- 
tal operating revenues. Total operat- 
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ing revenues amounted to $26,568,285. 
Operating expenses totaled $21,425,- 
244. These consisted of the follow- 
ing: Maintenance expenses which 
represent the cost of repairing, inspect- 
ing, and maintaining plant used in 
intrastate telephone service, and the 
cost of power for transmitting traffic 
and operating signals, $5,472,771; 
traffic expenses, which represent the 
costs incurred in the handling of ex- 
change and interstate toll calls, prin- 
cipally operators’ wages, $6,982,483 ; 
commercial expenses, which include 
expenses incurred in business office re- 
lations with customers, public tele- 
phone commissions, cost of direc- 
tories, and advertising, $3,403,673; 
revenue accounting expenses, which 
represent costs incurred in the ac- 
counting department, $656,856; costs 
incurred for preparing and mailing 
customers’ bills, preparing revenue 
settlements with other companies, and 
preparing the reports from which the 
above revenues can be determined, are 
all included in these revenue account- 
ing expenses. General expenses, 
which are the intrastate portion of 
other operating expenses, such as the 
costs incurred in preparing and ac- 
counting for payrolls and all other dis- 
bursements, and Colorado’s proper 
portion of the expenses of the execu- 
tive, legal, treasury, and engineering 
departments, amount to $893,539; 
depreciation, which is the intrastate 
portion of the provision to meet the 
loss of investment when depreciable 
plant is retired from service, and is 
based on rates designed to spread this 
loss uniformly over the service life of 
the property, amounted to $2,469,706. 
Operating rents, which represent the 
intrastate portion of rent expense for 
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the use of buildings, poles, conduits, 
and other facilities, amounted to 
$253,871. Relief and pensions, which 
are the intrastate portion of the costs 
incurred under the benefit plan, in- 
cluding sickness and accident, dis- 
ability payments, death benefits, etc., 
amounted to $1,049,230. General 
services and licenses which constitute 
the intrastate portion of the payment 
to the American Telephone and Tele- 
graph Company for services rendered 
under the license contract hereinbefore 
referred to, amounted to $243,115. 
Total operating taxes amounted to 
$2,972,184, and consisted of the fol- 
lowing : 

(a) Property taxes, license taxes, 
and Federal and state social security 
taxes, $1,807,977 ; state income taxes, 
$55,170; Federal income taxes, $1,- 
109,037. This left a net operating 
income for the period of $2,170,857, 
from which was deducted miscellane- 
ous income charges in the amount of 
$89,295. These charges consist of 
the intrastate portion of the small part 
of the payment to the pension fund 
trustee mentioned above, and also in- 
clude service club dues and fees, con- 
tributions, and the amortization of 
Account 100.4, Telephone Plant Ac- 
quisition Adjustment. 

Interest charged construction of 
$34,056 shown on the exhibit is an 
addition to net operating income, and 
is the interest capitalized on the larger 
construction projects while they are 
carried in Account 100.2, Telephone 
Plant under Construction. The re- 
sulting net operating earnings shown 
are in the amount of $2,115,618, for 
the twelve months ended May 31, 
1951. That period, however, did not 
reflect certain wage increases granted 
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in June after collective bargaining and 
an increase in the Federal income tax 
from 47 per cent to 52 per cent which 
was made in November, 1951, ret- 
roactive to April 1, 1951. 

The results by Exhibit 17 were also 
based on the Separations Procedure 
prior to the Charleston Plan. After 
adjustment to reflect the full going 
rate of wage increases, taxes, pension 
accruals, etc.; after adjustment to ex- 
dude rate case expense in excess of 
one-fifth of the total; and after giving 
effect to the Charleston Plan of Sep- 
aration, the adjusted net operating 
earnings are as follows: 


For the twelve months ended 


May 31, 1951 
For the twelve months 
September 30, 1951 
For the twelve months 
December 31, 1951 
For the twelve months 
January 31, 1952 


The decline in trend of earnings in 
face of increasing number of tele- 
phones, and increasing revenues, is 
caused by increasing expenses and in- 
vestment, due largely to the fact that 
depreciation, property taxes, and in- 
vestment relating to the new tele- 
phones are higher than for the exist- 
ing telephones. This declining trend 
is discussed in more detail in a fol- 
lowing section of this order. 


Rate of Return 


[9] The revenues resulting from 
the rates charged by a utility subject 
to public regulation should be suff- 
cient to cover all expenses of opera- 
tion, including depreciation and taxes, 
and should also provide a fair return 
to the owners of the property. De- 
cisions of the United States Supreme 
Court have repeatedly stated that the 


return should be equal to that being 
made in other businesses having cor- 
responding risks, should be sufficient 
to assure confidence in the financial 
soundness of the enterprise, and 
should be adequate to maintain its 
credit and to attract the capital neces- 
sary for the proper discharge of its 
public duties. Accordingly, the re- 
turn should permit the payment of in- 
terest and reasonable dividends, and 
should leave something to be passed 
to the surplus account. Federal Pow- 
er Commission v. Hope Nat. Gas Co. 
(1944) 320 US 591, 88 L ed 333, 51 
PUR NS 193, 64 S Ct 281; United 
R. & Electric Co. v. West, 280 US 
234, 74 L ed 390, PUR1930A 225, 50 
S Ct 123; Bluefield Water Works & 
Improv. Co. v. West Virginia Pub. 
Service Commission, 262 US 679, 67 
L ed 1176, PUR1923D 11, 43 S Ct 
675. 

The rate-making process involves 
a balancing of the investor and con- 
sumer interest, wherein the consumer 
pays no more than is necessary to pro- 
vide good service and the investor 
receives no more than the fair rate 
of return described above. Applicant 
company is, and has been since 1946, 
engaged in a tremendous expansion 
program to meet the unprecedented 
postwar demands for telephone serv- 
ice. This program has required, and 
will continue to require, huge amounts 
of new capital to be attracted from the 
investors. Without this expansion, 
the present and prospective customers 
cannot be provided with the service 
they desire. It is therefore in the 
interests of consumers, as well as in- 
vestors, that the utility be granted 
earnings which will make additional 
investment attractive. 
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Five witnesses testified on the sub- 
ject of required earnings or fair return. 
The applicant presented testimony by 
Eugene S. Merrill, vice president of 
Standard Research Consultants, Inc., 
a subsidiary of Standard and Poor’s 
Corporation of New York city; by 
William F. Schmausser, vice president 
in charge of the investment portfolio 
by the Capitol Life Insurance Com- 
pany of Denver, Colorado; by P. E. 
Remington, comptroller of the com- 
pany. The city of Denver, and other 
cities which are members of the Colo- 
rado Municipal League, presented tes- 
timony by Charles W. Knapp, certified 
public accountant of Hartford, Con- 
necticut, who was formerly a member 
of the staff of the Federal Power Com- 
mission, and by Reuben Arthur Zu- 
brow, assistant professor of economics 
at the University of Colorado. 

Mr. Merrill pointed out that during 
the five years from 1946 to 1950, the 
applicant company has raised $98,- 
600,000 of new capital, which was con- 
siderably more than it had raised 
throughout its history prior to 1945. 
He stated that in raising equity capital 
the applicant has offered its stock for 
subscription at its par value of $100 
per share five times in the last six 
years, and while the 1946 offer was 
successful, the four offers made in 
1948, 1949, 1950, and 1951 failed of 
wide acceptance by minority stockhold- 
ers and the public generally. Mr. Mer- 
rill contended that the annual dividend 
rate of $6 per share, and the average 
annual net earnings of about $7 over 
the past few years, were not sufficient 
to cause the common stock to sell sub- 
stantially above its par value, and un- 
der these circumstances, the minority 
stockholders lost confidence in the abil- 
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ity of the company to support addi- 
tional investments. Applicant’s par- 
ent, the American Telephone and Tele- 
graph Company, owning approximate- 
ly 85 per cent of the common stock, 
subscribed to its share of these stock 
offers, which substantially increased 
applicant’s equity capital and enabled 
it to go forward with its construction 
program in spite of the failure of its 
public offerings. Mr. Merrill took the 
position that the applicant is depend- 
ent for its equity capital upon the 
American Company as parent of the 
Bell System, and reached his conclu- 
sion as to applicant’s required rate of re- 
turn by a consideration of the require- 
ments of the Bell System as a whole. 
In his judgment, the $9 per share divi- 
dend of the American Company should 
be protected by a 40 per cent margin 
of retained earnings for the next few 
years until the surplus has been built 
up substantially. In other words, it 
was Mr. Merrill’s opinion that the 
earnings of the Bell System should 
be $15 a share. On the book equity 
per share of $138.09, this would rep- 
resent a return of about 11 per cent. 
Mr. Merrill felt the long-term average 
Bell System debt ratio of one-third 
should be continued as an objective, 
although the present debt ratio is about 
45 per cent. He stated that the pres- 
ent historical cost of debt capital to the 
Bell System is 3 per cent. The com- 
posite rate of return of 11 per cent on 
equity, representing two-thirds of the 
capital structure, and 3 per cent on 
debt to extent of one-third of the cap- 
ital structure, produces an over-all rate 
of return of 84 per cent. This is the 
basis of Mr. Merrill’s judgment that 
the rate of return of the Bell System 
should be at least 8 per cent, and 
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that such a rate of return applied to a 
net investment rate base is applicable 
and proper for applicant. 

Mr. Schmausser pointed out that 
applicant is faced with the necessity 
of raising about $100,000,000 within 
the next few years for capital expend- 
itures to meet the growing telephone 
needs of its territory. He stated that 
these funds must be raised in competi- 
tion with other types of businesses 
which now have the advantages of 
larger earnings and dividend rates, 
low ratio of wage costs to revenues, 
low debt ratio, and adequate surplus. 
In his opinion, to raise this capital ap- 
plicant must not only show adequate 
present earnings and pay satisfactory 
stable dividends, but there must be an 
outlook for good future earnings which 
wil! enable company to improve its in- 
adequate surplus and lower its debt 
ratio. In his judgment, this requires 
earnings of not less than 8 per cent on 
the net investment rate base of the 
future. Mr. Schmausser, in his study, 
considered the Mountain States Com- 
pany, the American Company, and the 
Bell System as an integrated unit. 
However, he based his conclusions 
upon separate consideration of appli- 
cant as a financial entity. 


Mr. Schmausser stated that to as- 
sure that new stock offers will be at- 
tractive to the public, the company 
should, under present conditions, be 
paying a dividend of $8 per share per 
annum, and be adding $4 to $5 to 
surplus. On cross-examination, how- 
ever, he stated that a $7 dividend prop- 
erly protected might possibly make the 
stock attractive. 


Mr. Remington traced the financial 
history of the Mountain States Com- 
pany for the past three decades. He 


[4] 


pointed out that in the face of adverse 
earnings, dividends have been repeat- 
edly cut, and the per cent of surplus to 
telephone plant remains at a point too 
low for financial safety. He stated that 
in his opinion a dividend of $8 per 
share of $100 par value is necessary to 
cause the market price of the stock to 
rise sufficiently so that the required 
future stock offerings will be assured 
of success. In addition, he advocated 
that earnings be sufficient to build the 
surplus to 124 per cent of plant over 
a period of 54 years in order to safe- 
guard the dividend rate and to provide 
earnings which would enable the com- 
pany to compete for capital. These re- 
quirements for dividends and surplus, 
together with the annual fixed charges 
on the funded debt, are equivalent to 
8.2 per cent on the company’s net in- 
vestment. 


Mr. Knapp, testifying for the Colo- 
rado Municipal League, stated that, 
in his opinion, the fair and reasonable 
rate of return for applicant is not more 
than 6.15 per cent and not less than 
5.65 per cent on a net investment rate 
base consisting of telephone plant in 
service less full amount of deprecia- 
tion reserve, plus allowances for ma- 
terials and supplies and cash working 
capital, but excluding telephone plant 
under construction, property held for 
future telephone use, and telephone 
plant acquisition adjustment. He ar- 
rived at his higher figure of 6.15 per 
cent as his estimate of the over-all 
current cost of capital predicated on an 
estimated 3.45 per cent current cost of 
debt capital with a 44.35 per cent debt 
ratio and an estimated 8.25 per cent 
current cost of equity capital with a 
55.65 equity ratio. The figure of 3.45 
per cent, representing the estimated 
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current cost of debt capital to the tele- 
phone company, included an allow- 
ance for concessions to purchasers of 
new bond issues and an allowance for 
cost of financing. The cost of equity 
capital of 8.25 per cent was a judg- 
ment figure arrived at chiefly from a 
study of the earnings-price ratios of 
specific offerings of Bell System com- 
panies and a number of electric operat- 
ing utilities which sold common stock 
during the years 1948 to 1951. 

Mr. Knapp arrived at his lower rate 
of return of 5.65 per cent by determin- 
ing the rate of return required on the 
entire capitalization of the Mountain 
States Telephone and Telegraph Com- 
pany in order to permit the applicant 
to earn the return required by its par- 
ent American Company on the latter’s 
investment in the applicant, as well as 
the return required by the minority 
stockholders and bondholders of the 
applicant on their investments in the 
common stock and debentures of the 
applicant. This study was based upon 
the capital structure of the American 
Company after giving effect to the 
conversion of the outstanding con- 
vertible debentures, with interest com- 
puted at the actual cost on outstand- 


Assumed 45% debt and 55% Equity Ratios: 
Earnings per share 


Retained surplus per share at end of 10 years 


Number of years’ dividend requirements 


Actual 32.41% debt and 67.59% Equity Ratios: 


Earnings per share 


Retained surplus per share at end of 10 years 


Number of years’ dividend requirements 


Mr. Knapp testified that the appli- 
cant entered the depression of the 
1930’s with a retained surplus equiva- 
lent to $20.88 per share, representing 
about two and one-half years’ cover- 
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ing issues, with dividend requirements 
of $9 per share on the common stock 
and a dividend pay-out ratio of 90 per 
cent. 

Mr. Knapp further testified that the 
application of the 6.15 per cent and 
5.65 per cent rates of return to the ap- 
plicant’s intrastate average net invest- 
ment rate base for the twelve months’ 
period ending May 31, 1951, would 
yield a return available for common 
stock, after meeting interest require- 
ments on debt, which would be equiv- 
alent to earnings of 8.53 per cent per 
share on the basis of an assumed cap- 
ital structure consisting of 45 per cent 
debt and 55 per cent equity capital, and 
earnings of $7.85 per share on the 
basis of actual capitalization consisting 
of 32.41 per cent debt and 67.59 per 
cent equity capital. He testified that 
over a 10-year period, earnings of 
$8.53 and $7.85 per share, respec- 
tively, would produce the following 
amounts of retained surplus per share 
of applicant’s stock allocable to Colo- 
rado intrastate operations, depending 
upon whether the $6 dividend rate 
is continued, or whether the annual 
dividend rate is increased to $7 per 
share : 


$6.00 Annual 
Dividend Rate 


$ 8.53 
$32.10 
over 5 yrs. 


$ 7.85 
$23.96 


approx. 4 yrs. 


$7.00 Annual 
Dividend Rate 


$ 8.53 
$22.10 
over 3 yrs. 


$ 7.85 
$13.96 
approx. 2 yrs. 


age of the then annual dividend re- 
quirements of $8 per share, and that 
the applicant’s last successful common 
stock subscription offering was made 
in 1946 at a time when the annual div- 
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idend rate was $6 per share, after hav- 
ing been reduced from $8 to $7 in 
1937, and from $7 to $6 in 1943. He 
concluded that the ability to accumu- 
late retained earnings over a period of 
tn years sufficient to cover two to 
fve years’ dividend requirements on 
the basis of a 6.15 per cent rate of 
return was further evidence of the 
reasonableness of such a rate of 
return. 

Mr. Knapp stated that, in his opin- 
ion, the period for accumulating sur- 
plus of five and one-half years, used by 
Mr. Remington, was too short, and 
suggested the use of a 10-year period, 
in view of the present continuing high 
level of business activity. Mr. Knapp 
disagreed with the view that an $8 div- 
idend is necessary for applicant, and 
stated that a $6 dividend, if given the 
approval of this Commission, should 
be sufficient to restore investor confi- 
dence in applicant. 


Dr. Zubrow, also testifying for the 
Colorado Municipal League, pointed 
out the saving in the form of reduced 
capital charges and income taxes which 
would result from a 50 per cent debt 
ratio, as compared with a 25 per cent 
debt ratio, stressing the point that with 
a 50 per cent corporate income tax, the 
tax saving would be twice as much as 
the direct saving. He stated that in 
his opinion, a reasonable debt ratio for 
the Mountain States Company would 
be 45 per cent, since this is the same as 
the average prevailing for the Bell 
System as a whole. Dr. Zubrow dis- 
puted testimony of Mr. Merrill to the 
effect that the Bell System is in a dan- 
gerous financial position, and also con- 
tended that the period of five and one- 
half years selected by Mr. Remington 
as appropriate for building the com- 


pany’s surplus is too short. Dr. Zu- 
brow also pointed out that technolog- 
ical innovations must be recognized as 
an important factor of decreasing costs, 
offsetting, at least in part, the tendency 
toward increasing costs under present 
inflationary conditions. 

[10] The determination of what 
should be a fair rate of return is often 
the most complex and difficult prob- 
lem in proceedings of this kind. There 
is no one formula or set of formulae 
that the Commission can rely on to 
arrive at that rate of return, nor can the 
rate of return be fixed by any mathe- 
matical calculation. In this proceed- 
ing, this Commission has had the ben- 
efit of some of the most competent and 
responsible witnesses ever to appear 
before this Commission, both on behalf 
of the applicant and on_ behalf 
of the Colorado Municipal League, and 
the cities in Colorado. In the opinion 
of the witnesses testifying for the tel- 
ephone company, the fair rate of return 
for applicant should be in the neigh- 
borhood of 8 per cent, whereas the 
witnesses testifying for the Colorado 
Municipal League and the cities be- 
lieve that the fair rate of return should 
be in the neighborhood of 6 per cent, in 
no case lower than 5.65 per cent. Mr. 
Merrill’s judgment was predicated 
largely on the supposition that the 
American Company does not today 
have sufficient earnings to adequately 
protect the $9 dividend. Those earn- 
ings for the twelve months ending De- 
cember 31, 1950, were $12.44, and for 
the twelve months ending with the first 
quarter of the year 1951 were $12.89. 
In Mr. Merrill’s opinion, the earnings 
of the American Company should be 
at least $15 per share. The record dis- 
closes that the present earnings of the 
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American Company are higher than 
they have been in any time in the last 
twenty years. Moreover, Mr. Merrill 
himself has recognized that, during the 
five and one-half years from January 
1, 1946, to March 31, 1951, the Ameri- 
can Company raised $4,324,416,000 of 
additional new capital from the public, 
and it is difficult for this Commission 
to see the dangers to the financial po- 
sition of the American Company ex- 
pressed in the testimony of Mr. Mer- 
rill. Moreover, Mr. Merrill arrived 
at his estimated cost of equity capital 
by relating the $15 per share earnings 
to the book equity value of the com- 
mon stock of the American Company, 
$138.09. In other words, he arrived 
at his 11 per cent cost of equity capital 
using what is known as the earnings 
equity ratio. Mr. Knapp’s approach to 
the problem was in the use of what is 


known as the earnings price ratio, that 
is, the ratio of earnings to market 


price. If we relate the actual earnings 
of the American Company for the year 
1950 to the market price of its common 
stock during that period, we arrive at 
a return on equity capital of approxi- 
mately 8 per cent. While this Com- 
mission does not intend to adopt any 
of these particular approaches in ar- 
riving at what should be the proper 
rate of return on equity capital, the 
Commission is of the opinion that 
Mr. Merrill's judgment of what should 
be the over-all rate of return for ap- 
plicant in this proceeding is based al- 
most entirely on a consideration of the 
interest of the investors, and he does 
not balance that interest of the inves- 
tors with the interest of the consumers. 

Mr. Remington’s testimony to the 
effect that the company should have 
a rate of return of 8.2 per cent was 
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based largely on his opinion that the 
company should restore its $8 dividend 
on the $100 par value common stock 
of the applicant, and that the company 
should have earnings sufficient to 
build the surplus to 124 per cent of 
plant over a period of five and one. 
half years. Mr. Knapp, on the other 
hand, did not agree that the company 
had to restore its $8 dividend to main- 
tain its credit and to attract new cap- 
ital. He was of the opinion that a $7 
dividend, or even a $6 dividend, ap- 
proved by this Commission, would be 
sufficient to restore the confidence of 
the investing public in the common 
stock of the company. 

Exhibit No. 46, introduced by Mr. 
Remington, shows that, in the period 
1920 to 1950, the surplus expressed 
as a per cent of the total telephone 
plant of the company never exceeded 
9.50 per cent, and that the surplus of 
the company for the last fifteen years 
has not exceeded 2.30 per cent of the 
telephone plant. As a matter of fact, 
this exhibit shows that, during the pe- 
riod of this company’s greatest pros- 
perity from 1926 to 1930, the com- 
pany had a surplus of between 8.42 
per cent and 9.50 per cent of telephone 
plant and that with this surplus the 
company was able to maintain an $8 
dividend during the years of the great 
depression in 1931 through 1937. 

While this Commission recognizes 
that the earnings of the applicant must 
be sufficient to pay a reasonable div- 
idend and to set aside a reasonable 
amount to surplus each year, the Com- 
mission does not agree with Mr. Rem- 
ington that, if the company is not able 
to build up a surplus of 124 per cent 
of its plant within the next five and 
one-half years, the company will not 
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be able to maintain its credit and at- 
tract capital. 

The testimony of both Mr. Knapp 
and Dr. Zubrow advocating a rate of 
return of not less than 5.65 per cent 
and not more than 6.15 per cent was 
based on an assumed debt ratio of the 
telephone company of 45 per cent debt 
and 55 per cent equity. This is ap- 
proximately the present capital struc- 
ture of the Bell System. Mr. Reming- 
ton contended, as did Mr. Merrill, that 
the debt ratio of the Bell System is 
now unusually high because of the ne- 
cessity of debt financing during the 
past few years. They felt that the cap- 
ital structure of the Bell System over 
the long run should average about one- 
third debt and two-thirds equity, and 
that applicant as a Bell System sub- 
sidiary company, subject to the over- 
riding debt of the American Company, 
should have a debt ratio of one-fourth 
orless. At June 30, 1951, applicant’s 
actual debt ratio was about 33 per cent, 
and as of January 31, 1952, applicant’s 
actual debt ratio was about 39.6 per 
cent. 


This Commission, while it recog- 
nizes that it has no jurisdiction over 
the security issues of the applicant 
company under the statutes in Colo- 
rado, from which it obtains its powers, 
believes that it is more realistic to base 
the required rate of return upon the 
existing capital structure, rather than 
upon a hypothetical one, as assumed 
by Mr. Knapp and Dr. Zubrow. 

As we have just stated above, the 
proper rate of return of a public util- 
ity cannot be calculated by any fixed 
mathematical formula, and this is a 
question which demands the highest 
discretion and thoughtful judgment of 
this Commission. If this Commission 
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were to allow the applicant a rate of 
return of 8 per cent on its actual net 
investment in Colorado intrastate tel- 
ephone property as of May 31, 1951, 
after meeting all operating expenses 
and paying fixed charges on funded 
debt and on advances from the Ameri- 
can Company, the earnings per share 
on common stock outstanding as of 
that date allocable to the Colorado in- 
trastate operation would be approxi- 
mately $11.82 a share, as shown by 
staff Exhibit No. 90, and the earnings 
per share would be approximately 
$11.21 a share if the 8 per cent rate of 
return were to be allowed on the aver- 
age net investment for the 12-month 
period ending May 31, 1951. More- 
over, an 8 per cent return on the actual 
net investment of the telephone com- 
pany, as of January 31, 1952, would 
produce earnings of approximately 
$12.86 a share, and that rate of return 
on the average net investment for the 
twelve months ending January 31, 
1952, would produce earnings of ap- 
proximately $11.74 per share. The 
highest earnings that this company has 
enjoyed since 1920 have not exceeded 
$10.88 per share. The net earnings 
of the telephone company since 1930 
have not exceeded $8.30 a share. 
[11] After careful consideration of 
the testimony, the Commission has 
come to the conclusion, and finds, that 
a rate of return of 6.35 per cent is 
adequate, and that such a return should 
be sufficient to assure confidence in 
the financial soundness of the applicant 
company, and should be adequate to 
maintain the credit of applicant com- 
pany and to attract the capital neces- 
sary for the proper discharge of its 
public duties. Such a return will pro- 
duce earnings after payment of all 
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operating expenses and fixed charges 
of between $8.89 and $9.78 per share 
of common stock on the total net in- 
vestment of the telephone company in 
its Colorado intrastate property as of 
January 31, 1952. 


Attrition 


[12] As has heretofore been point- 
ed out, the application in this case was 
filed on June 20, 1951, approximately 
ten months ago. During the hearings, 
the witnesses, both for the telephone 
company and for the municipalities, 
pointed out that in these inflationary 
times, there is a serious aggressive at- 
trition in net earnings, arising chiefly 
from the fact that the plant extensions 
required to serve new customers cost 
a great deal more than the average net 
plant per telephone now serving pres- 
ent customers. As an example, at De- 
cember 31, 1950, the intrastate invest- 
ment per telephone was $168; where- 
as, during the year ending December 
31, 1951, the intrastate investment per 
telephone added was $384. Accord- 
ingly, the amount required for de- 
preciation, taxes, and rate of return 
with respect to the new customer is 
more than is required for the old 
customer, and since the same rates for 
service apply to both, the new business 
is not as profitable as the old. Rates 
are made for the future, and all parties 
were in agreement that the Commis- 
sion should make some provision for 
this attrition by allowing a greater 
amount of revenues than would be nec- 
essary upon strict consideration of the 
past test period; that is, the year end- 
ing May 31, 1951. The company in- 
troduced a computation indicating that 
the attrition from increasing invest- 
ment amounts to $365,000 per year, 


94 PUR NS 


based on the average number of tele. 
phones in the test period. The city 
witness Knapp stated that an alloy. 
ance for attrition for two years beyond 
the test period would be appropriate 
but that it should be based upon esti. 
mates of operating results for such pe. 
riod, rather than on a study of charges 
involving only one fact of increasing 
investment. Thereupon, the company 
submitted its estimate of operating re- 
sults for the year 1952, which is seven- 
teen months beyond the test period. 
Adjusting the change in operations 
shown by this estimate to reflect two 
full years beyond the test period shows 
an attrition of earnings of $748,000 
for the two years, which is $374,000 
per year. 

In considering this attrition factor, 
the Commission, before coming to a 
decision, wished information as to the 
most recent operating results of the 
company, and at the further hearing 
on April 28, 1952, the showings of the 
value of the property were brought up 
to December 31, 1951, and January 
31, 1952, with showings of the ad- 
justed net earnings for the twelve 
months ending with each of these dates. 
The progressive effect of attrition is 
shown in the following table of operat- 
ing results for the various periods now 
in evidence—that is, all being adjusted 
to the present going level of wages, 
taxes, separations (under the Charles- 
ton Plan), pension accruals, and being 
consistent in their treatment of non- 
recurring expenses. [See table on 
next page. | 

This table shows that there has been 
a substantial growth in the company’s 
revenues, as more and more telephones 
were served. It also shows that there 
has been a rapid increase in the com- 
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12 Months 
Revenues 


$26,641,185 
27,274,214 
27,781,593 
27,972,271 


pany’s net investment arising through 
the plant expansion program necessary 
to serve these additional customers. 
Net earnings have not increased with 
this larger volume, but have declined 
progressively, and thus the per cent of 
the net earnings to the investment has 
substantially declined. 

After careful consideration of this 
problem, having in mind all of the evi- 
dence presented at this hearing, this 
Commission is of the opinion that the 
valuation of the telephone company’s 
property should be determined having 
in mind this question of attrition. 
Therefore, the Commission is of the 
opinion that the valuation of the tele- 
phone company’s Colorado intrastate 
property should be based on the actual 
net investment as of the most recent 
date available to the Commission. 
The average total net investment of 
applicant for the period ending Jan- 
uary 31, 1952, excluding the plant ac- 
quisition adjustment account, amounts 
to $54,197,378, whereas the actual net 
investment as of January 31, 1952, is 
$58,568,550. The Commission be- 
lieves that by setting the valuation of 
the telephone company’s property at 
$58,568,550, such a valuation will pro- 
vide some compensation for the attri- 
tion in the telephone company’s earn- 
ings. Moreover, in arriving at a rate 
of return of 6.35 per cent, as adequate 
for the applicant in this proceeding, the 
Commission has had in mind _ this 
question of attrition. In other words, 
the Commission is of the opinion that 
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Per Cent Net 
Earnings to Net 
Investment End 

of Period 
2.61 
2.38 
2.07 
1.99 


Net Invest- 
ment End 
of Period 

$52,664,820 
55,369,897 
57,650,932 
58,571,638 


Net 
Earnings 
$1,377,006 
1,319,789 
1,192,624 
1,164,287 


a 6.35 per cent rate of return on a 
valuation of the Colorado intrastate 
property of the telephone company in 
the amount of $58,568,550 should 
yield the telephone company in the 
future on the Colorado intrastate por- 
tion of its property adequate revenues, 
so that the Colorado intrastate opera- 
tion can contribute its fair share to the 
financial stability of the telephone com- 
pany and to the broad expansion pro- 
gram contemplated by the telephone 
company for the near future in Colo- 
rado. 


Revenue Required for Colorado 
Intrastate Operations 


Applying a rate of return of 6.35 
per cent to the actual total net in- 
vestment as of January 31, 1952, as 
hereinabove described, and deducting 
the actual net operating earnings for 
the twelve months ending at that date, 
adjusted to reflect for a full twelve- 
months’ period changes in rates for 
employees’ wages and Federal income 
taxes, and also adjusted for nonre- 
curring expenses and change in separa- 
tion procedures, produces a net operat- 
ing earnings deficiency of $2,554,816, 
computed as follows: 


Net Investment, Jan. 31, 1952 .. $58,568,550.00 
Required Rate of Return—6.35% 
Required Net Earnings .... $ 3,719,103.00 
Actual Net Earnings, 12 months 

ended Jan. 31, 1952 ......... 1,164,287.00 
Earnings Deficiency, 12 months 


ended Jan. 31, 1952 $ 2,554,816.00 
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In the face of the present 52 per cent 
rate of Federal income tax, the state 
net income tax, and the cities’ gross 
receipts taxes, the increased license 
contract payments, and uncollectible 
revenues, the company will retain in 
its net earnings but 45.79 cents out 
of every dollar of increased revenue. 
In other words, there must be a rev- 
enue increase of approximately $2.184 
for every dollar of net operating earn- 
ings improvement. Accordingly, the 
gross revenue deficiency is 2.184 times 
the net operating earnings deficiency of 
$2,554,816, or $5,579,412. 

Throughout this proceeding, the 
telephone company has taken the posi- 
tion that approximately $7,000,000 
additional gross revenue was required. 
The Commission, however, is of the 
opinion that $5,579,412 in additional 
gross revenue is sufficient to assure 
the customers of the telephone com- 
pany of improved telephone service, 
and to assure the investors of the tele- 
phone company of the protection of 
their savings and of a reasonable re- 
turn thereon. 

Findings 

The Commission Finds: 

1. That the Commission has juris- 
diction over and with respect to the 
applicant, and has jurisdiction to pro- 
mulgate these findings and the follow- 
ing order. 

2. That the fair and reasonable 
value, as of January 31, 1952, of the 
property of The Mountain States Tele- 
phone and Telegraph Company de- 
voted to intrastate service within the 
state of Colorado is $58,568,550, con- 
sisting of the following: 


Telephone Plant in Service ... $76,041,827, 
Property Held for Future Tele- 
9,501.00 


phone Use 
Telephone Plant under Con- 

1,807,972. 
1,255,546.00 


struction 
Material and Supplies 
Cash Working Capital 1,204,409.09 

| 
Total Investment $80,319,255,09 
Allocated Depreciation Reserve $21,750,705.) 
Total Investment iess Allocated 

Depreciation Reserve 


$58,568, 550.00 

3. That a fair rate of return on the 
above-determined fair and reasonable 
value of the property of The Moun- 
tain States Telephone and Telegraph 
Company devoted to intrastate service 
in the state of Colorado is 6.35 per 
cent. 

4. That the revenue to which said 
company is entitled to enable it to 
realize such fair rate of return amounts 
to $33,551,683.00, being an increase 
of $5,579,412.00, or 19.95 per cent 
over and above the total Colorado in- 
trastate operating revenues of said 
company for the year ending January 
31, 1952. 

5. That the facts which may havea 
bearing on such fair value are set forth 
in the above and foregoing statement, 
which by reference is made a part 
of these findings and _ incorporated 
herein. 


ORDER 


The Commission orders: 

That the above-stated findings 
should be, and hereby are, adopted as 
the findings of the Public Utilities 
Commission of the state of Colorado 
in the above-entitled action, and the 
same shall become effective twenty-one 
(21) days from the date hereof. 
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COLORADO PUBLIC UTILITIES COMMISSION 


Re Mountain States Telephone & 
Telegraph Company 


Application No. 11245, Decision No. 38439 
April 8, 1952 


OTION by municipality to require telephone company, peti- 
M tioning for Commission order determining company’s 
gross additional revenue requirements, to submit schedule of 

tariffs reflecting increase in rates; denied. 


Rates, § 234 — Necessity of schedules — Determination of revenue requirements. 
No new tariff schedules need be submitted to the Commission or to munici- 
palities protesting against a telephone rate increase when a company petitions 
for a Commission determination of the amount of additional revenues re- 
quired to provide an adequate return, since if and when a rate increase is 
authorized, ample opportunity can then be given to all interested parties to 
make objections before new schedules are made effective. 


APPEARANCES: John R. Turnquist 
and Elmer L. Brock, Denver, for the 
Mountain States Telephone and Tel- 
egraph Company; Harry M. Howard 
and Joseph A. Riggenbach, Monte 
Vista, for the city of Monte Vista; 
Frank A. Hoisington, Grand Junc- 
tion, for the city of Grand Junction; 
L. R. Kuiper, Delta, for the city of 
Delta; Leonard M. Campbell, Leland 
E. Modesitt, and Mitchell Johns, Den- 
ver, for the city and county of Den- 
ver; F. T. Henry and Louis Johnson, 
Colorado Springs, for the city of Col- 
orado Springs; Eric T. Kelly, Pueblo, 
for the city of Pueblo; Wm. A. Grelle, 
Boulder, for the Colorado Municipal 
League; Earl W. Haffke, Fort Mor- 
gan, for the city of Fort Morgan; 
John C. Banks, Grand Junction, for 
the city of Grand Junction; John A. 
Hughes, Montrose, for the city of 


Montrose; Ralph Sargent, Jr., Den- 
ver, for the Commission. 


By the Commission: By applica- 
tion filed June 25, 1951, the Mountain 
States Telephone and Telegraph Com- 
pany requested an order of this Com- 
mission determining: 

1. The fair value at the present time 
of the telephone company’s property 
devoted to public service within the 
state of Colorado, and the facts which 
may have a bearing on such value. 

2. The fair rate of return on the 
value so determined, and 

3. The revenues to which the tel- 
ephone company may be entitled, to 
the end that it may be afforded ap- 
propriate relief. 

Said application was set for hearing 
at the hearing room of the Commis- 
sion, 330 State Office building, Denver, 
Colorado, September 4, 1951, after ap- 
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propriate notice to all parties in inter- 
est, and beginning on said date, and 
continuing through September 17, 
1951, evidence was heard in support 
of the application. The matter was 
continued until December 6, 1951, for 
further hearing and, beginning on said 
date and continuing through Decem- 
ber 14, 1951, additional evidence was 
presented and evidence was heard in 
opposition to the said application by 
witnesses for the Colorado Municipal 
League and the city and county of 
Denver, and evidence was presented 
by the staff of the Commission. The 
matter was then taken under advitse- 
ment. 

Theretofore and on September 17, 
1951, at the close of the telephone 
company’s case, counsel for the city 
and county of Denver interposed a 
motion for an order of the Commission 
requiring applicant to submit to coun- 
sel and the Commission, or file, a 
schedule or tariff reflecting the increase 
in rates to the various classes of rate 
payers in Colorado. 

By Decision No. 37500, of October 
8, 1951, said motion was denied, for 
the reason, among others, that an or- 
der from the Commission requiring 
the telephone company to file tariff 
schedules would violate the spirit or 
letter of the agreement with the su- 
preme court of the state of Colorado 
relative to Docket Nos. 16709 and 
16711 before that court. 

The Commission is now in receipt 
of two similar motions, one by the 
city and county of Denver and the 
other by the Colorado Municipal 
League, representing home-rule cities 
and other interested municipalities in 
this matter, said motions requesting 
again an order from this Commission 
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requiring the applicant to file tariff; 
in accordance with its request for q 
determination of property valuation 
and rate of return. 

Said motions allege that the supreme 
court of the state of Colorado has now 
rendered its decision in the case of 
People ex rel. Public Utilities Com- 
mission v. Mountain States Teleph. & 
Teleg. Co. Docket No. 16709, 
and in the companion case, Docket 
No. 16711, Mountain States Teleph. 
& Teleg. Co. v. Denver (1952) 
— Colo — 243 P2d 397, and that 
the reason heretofore given by this 
Commission as grounds for denying 
petitioners motion for an order requir- 
ing the tariff schedules is no longer ap- 
plicable and that it is in the best in- 
terest of the consuming public that all 
of the pertinent facts, including the 
tariff schedules, should be presented 
to the Commission before it makes its 
decision. 

The application of the Mountain 
States Telephone and Telegraph Com- 
pany is simply to have this Commis- 
sion determine the amount of addi- 
tional gross revenue to which the tel- 
ephone company is entitled in order to 
yield an adequate return on the value 
of the property of the telephone com- 
pany devoted to public use in the state 
of Colorado. No new tariff schedules 
are before the Commission in this 
proceeding. The Commission believes 
that it must first determine the gross 
revenue requirements of the telephone 
company. After the gross revenue re- 
quirements have once been determined, 
then would be the appropriate time to 
consider new tariff schedules. If and 
when the telephone company should 
file new tariff schedules with the Com- 
mission, ample opportunity to be heard 





RE MOUNTAIN STATES TELEPH. & TELEG. CO. 





tariffs HH oon then be given by the Commission ORDER 
for 2% to all interested parties as to said new The Commission orders: That for 
station Hl tariff schedules before said tariff the reasons above set forth, the instant 
— schedules would be permitted to go in- motions of the city and county of Den- 
we sass to effect by the Commission. ver and of the Colorado Municipal 
on . League should be, and the same are 
| C hereby, denied. 
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16709, 
Docket 
‘eleph WISCONSIN PUBLIC SERVICE COMMISSION 
1952) 
d that . ° 
y this Re Wisconsin Natural Gas Company 
nying 
— 2-U-3751 
Cr ap- May 14, 1952 
St in- . . 
at all NVESTIGATION of unauthorized use of gas for space heating; 
& the I disconnection of unauthorized space-heating customers ap- 
ented proved and improper rate held to have been applied. 
€s its Service, § 69 — Jurisdiction of Commission — Appliance dealers — Gas restrictions. 
1. The Commission has no jurisdiction to penalize an appliance dealer who 
ntain sells unauthorized installations for connection with a gas utility’s system in 
Com- violation of an order restricting space-heating service, p. 61. 
imis- Service, § 135 — Grounds for denial — Unauthorized gas connection — Restrictive 
addi- order. 
e tel- 2. A gas company may properly require the disconnection of unauthorized 
er to space-heating customers who have been connected to the utility’s system 
ad without approval from the utility and in violation of restrictions on gas 
ne - for space heating approved by the Commission, p. 61. 
wel Rates, § 389 — Gas for space heating — Unauthorized connection. 
ve 3. The space-heating rate rather than the general-service rate for gas must 
_ be applied to service rendered to a customer having space-heating connec- 
this tions even though the connections were made in violation of restrictions 
eves on service for space heating, p. 61. 
TOSS 
10Nne ° 
> re- By the Commission: On February torney, for Wisconsin Natural Gas 
ned, 28, 1952, the Commission started an Company; John Rutchik, Attorney, 
e to investigation on its own motion of the for Frank Waldo, Jr.; Conrad Shear- 
and unauthorized use of gas for space er, Attorney, for Stephen Juga. Of 
yuld heating in the territory served by the the Commission staff: John S. Cavan- 
om- Wisconsin Natural Gas Company. augh, Attorney, and R. E. Purucker, 


ard 


APPEARANCES: F. H. Prosser, At- 


engineering department. 
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Summary 


The Commission decided that the 
action of the Wisconsin Natural Gas 
Company in requiring the disconnec- 
tion of the two gas space-heating cus- 
tomers who were connected without 
complying with the utility’s rules was 
proper. 

The Commission also decided that 
unlawful rates were applied. 


Findings of Fact 


The Commission finds the essential 
facts to be as follows: 

This Commission set forth the fol- 
lowing as its reason for opening this 
case on its own motion. 

“Whereas it has come to the atten- 
tion of the Commission that certain 
persons residing within the territory 
served by the Wisconsin Natural Gas 
Company, Racine, have had installed 
and connected gas space-heating equip- 
ment without authorization from the 
utility and in violation of the Commis- 
sion’s gas restriction order of August 
30, 1951, in Docket 2-U-3644.” 

The Wisconsin Natural Gas Com- 
pany has rates on file with the Public 
Service Commission which contem- 
plate space-heating service being given 
in all service areas at rates which are 
different from the general service 
rates. 

The Wisconsin Natural Gas Com- 
pany also has rules and a procedure for 
obtaining space-heating gas which it 
has insisted be complied with in all 
instances. 

The Public Service Commission’s 
emergency orders in 2-U-3644 of Au- 
gust 30, 1951, and March 28, 1952, 
apply in the area served by the utility. 

The portion of this Commission’s 
August 30, 1951, restriction order in 
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2-U-3644 which governed the connec- 
tion of space-heating customers until 
the amended order of March 28, 1952, 
was issued is as follows: 

“(b) No natural gas seller shall 
deliver natural gas in Wisconsin for 
the operation of central space-heating 
equipment installed subsequent to the 
restriction date, unless: 

“1. The natural gas seller had re- 
ceived an acceptable written applica- 
tion prior to the restriction date to de- 
liver natural gas for the operation of 
the central space-heating equipment 
during the 1951-52 heating season; or 

“2. The central space-heating equip- 
ment, if in a new structure, was spec- 
ified in a written construction contract 
for the structure or work on the foun- 
dation under the new structure was 
commenced prior to the restriction 
date; or 

“3. In the case of a conversion from 
another fuel to gas, work on such con- 
version was commenced prior to the 
restriction date; or 

“4. The equipment replaces other 
gas-fired central space-heating equip- 
ment served by the natural gas seller, 
and such new equipment uses no more 
than 105 per cent of the gas used by 
the replaced equipment ; or 

“5. The central space-heating equip- 
ment was completely installed or con- 
verted to the use of natural gas within 
twenty-four months of the commence- 
ment of natural gas service in any com- 
munity having fewer than 5,000 cus- 
tomers at the time of the commence- 
ment of natural gas service; or 

“6. The central heating equipment 
was completely installed or converted 
to the use of natural gas within twenty- 
four months of the commencement of 
natural gas service in a community 
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having more than 5,000 customers on 
the date of commencement of such 
service, provided that central space- 
heating customers shall not- be added 
during the remaining portion of the 
24-month period following the restric- 
tion date at an annual rate in excess of 
5 per cent of the total number of gas 
customers served at the time of com- 
mencement of natural gas service; or 
“7. The central heating equipment 
was completely installed or converted 
to the use of natural gas in the period 
following twenty-four months after 
the date of commencement of natural 
gas service and one year after the re- 
striction date provided .that central 
space-heating customers shall not be 
added at an annual rate in excess of 
one per cent of the total number of 
gas customers served at the time of 
commencement of natural gas service. 
“(In applying subparagraphs 6 and 
7 above each separate apartment or 
other similar residential unit and each 
separately operated commercial or in- 
dustrial enterprise, in a multiple-unit 
building or development which build- 
ing or development is served through 
a single meter, shall be considered as a 
separate ‘delivery’ or ‘customer’.)” 


In the application of the August 30, 
1951, order the gas restriction date 
was September 1, 1951, and the begin- 
ning of natural gas service varied be- 
tween December 1, 1949, and Feb- 
tuary 15, 1950, in the various areas 
served by the utility. 


The utility gave proper notice to 
dealers and to the press informing 
them of the space-heating limitations. 
These notices were of such a nature 
that there could be no question but 
that the utility was limited in its sale 
of space-heating gas. 


Two space-heating customers were 
connected to the utility’s system with- 
out approval from the utility. 

Both customers were notified to 
change their heating equipment. One 
has complied. 

Both customers were billed for the 
gas used at the general-service rate 
which results in a higher cost for gas 
than if the space-heating rate were ap- 
plied. 

Opinion 

This Commission has been and is 
interested in directing its regulatory 
functions toward the end that utilities 
will not only provide services of qual- 
ity to the public at a fair price but 
will also introduce new services in as 
equitable a manner as possible with 
the least waste of material and effort. 

In preparing orders governing the 
introduction of natural gas the Com- 
mission made it the responsibility of 
the utility to change the customers’ ap- 
pliances but did not attempt to change 
the relationship between the customer, 
appliance dealer, and utility that ex- 
isted in the past. 

[1] The Commission believes that 
the Wisconsin Natural Gas Company 
set up a reasonable co-operative pro- 
gram with dealers and properly noti- 
fied all dealers of the availability of 
natural gas and the Utility’s procedure. 

Because of the lack of jurisdiction 
over dealers, the Commission is un- 
able to penalize the dealer that sold the 
unauthorized installations. There is 
no doubt in the Commission’s mind 
that the dealer should have known-of 
the gas restrictions. The evidence 
shows the customers knew of the re- 
strictions. 

[2,3] The Commission concludes 
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that the Wisconsin Natural Gas Com- 
pany acted properly in insisting on 
the disconnection of the unauthorized 
space-heating customers. 

The Wisconsin Natural Gas Com- 
pany has charged the unauthorized 
customers the general-service rate for 
gas which is higher than the space- 
heating rate. The filed rates of the 
utility must govern even though there 
may be good reason to feel the un- 
authorized customer should be charged 
more; the Commission cannot author- 
ize the charging of other than the filed 
space-heating rate. 


Conclusions of Law 


The Commission concludes : 

That the Wisconsin Natural Gas 
Company acted properly in demanding 
that the two unauthorized space-heat- 
ing customers change their heating 
equipment and discontinue using gas 
for space-heating purposes. 

That charging the unauthorized 
space-heating customers other than 


space-heating rates was not in accord- 


ance with the utility’s filed rates. That 
an unlawful rate has been applied. 

That while the Commission can de- 
termine that an incorrect rate has been 
applied, there is no statute or order 
which specifically gives the Commis- 
sion power to require overcharges to 
be refunded when meter accuracies are 
not involved. 


ORDER 


The Commission therefore orders: 

A. That the two unauthorized 
space-heating customers should not be 
supplied with gas for space-heating 
service beyond June 1, 1952; 

B. That a reapplication for gas 
service from the unauthorized cus- 
tomers be considered in the same man- 
ner as other applicants and that they 
be given service when gas becomes 
available; 

C. That jurisdiction be and is here- 
by retained. 





NEW YORK PUBLIC SERVICE COMMISSION 


Re William Wyer, Trustee, Long Island 
Rail Road Company 


Case 15689 
May 8, 1952 


P ROCEEDING on motion of Commission as to increased passen- 
ger fares ; order suspending fares vacated. 


Rates, § 143 — Increased costs — Railroad passenger fares. 
Increased railroad passenger fares should be permitted to go into effect 
when during the past year revenues approximately balanced operating costs 
and it appears that increased labor costs will exceed the small fare increase 


sought. 
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RE WYER 
Rates, § 146 — Additional costs. 


accord- Statement that the mere fact that a company has incurred some particular 
That additional cost, which increases its out-of-pocket expenses, is not and can- 
lied. not be the sole basis for increased rates but that if under existing conditions, 
or with expected increased business, the company is able to absorb wage 
‘an de- increases or any other item of expense, no rate increase can be justified, 
is been p. 63. 
order Valuation, § 45 —Rate base — Claim as to tax value. 
mmis- Statement that no utility should be entitled to claim its full investment value 
ges to for rate purposes and at the same time contend that the actual value for tax 
ies are purposes is far less because its investment has depreciated, p. 64. 


+ 


APPEARANCES: Lawrence FE. operating costs. This, of course, 
Walsh, Counsel (by Joseph J. Doran, makes no allowance for any return 
Assistant Counsel), for the Public on the invested capital or for the pay- 
Service Commission; Richard R. ment of interest on its obligations or 
Bongartz, General Attorney, New claims arising from accidents. The 
York, for the Trustees of The Long company alleges that it has incurred 
Island Rail Road Company, debtor; substantial additional expenses for 
Edward W. Bourne, Attorney, New payments to its employees and that the 
York, for The Long Island Transit rate of pay for the first quarter of 1952 
Authority; G. Burchard Smith, Coun- exceeds the corresponding item for the 
ty Attorney (by Orrin G. Judd, Spe- preceding year. This is due to the fact 
cial Counsel, and Earl K. Moore), that the company’s contracts with its 
Mineola, for the county of Nassau; employees contain a provision for ad- 
Fred A. Greis, Lynbrook, Mayor, for justment on the basis of the Cost of 
the village of Lynbrook; Gene Schoor, Living Index. Whether a correspond- 
Long Beach, Executive Director, for ing adjustment may be required in the 
The Long Beach Chamber of Com- future is, of course, not clear. 
merce; Foster E. Vogel, Long Beach, The case was presented in large 
Assistant Corporation Counsel, for the measure upon this claim that it should 
city of Long Beach; Nathan M. Klein, have additional income from its cus- 
New York, Attorney, for the North tomers to meet the increased costs of 
Shore Commuters Association; ;, wage payments. 

Howard N. Meyer, New York, for the Th f h h 
Unity Club of N aie ee ee 
y Club of Nassau county ; Richa 
incurred some particular additional 


A. Helwig, Valley Stream, for the aes c 
Gibson ral pn Ae any ane A cost, which increases its out-of-pocket 
: "expenses, is not and cannot be the sole 


Wasson, Bellmore, Chairman, Trans- ce aa a een If und 
portation Committee, Bellmore Civic °45!S 10F mcrease a a 
existing conditions, or with expected 


Association. ' ‘ ; 
increased business, the company is able 


By the Commission: The evidence to absorb wage increases or any other 
in this case indicates that for the year item of expense no rate increase can 
1951 the revenues of the Long Island be justified. As previously pointed 
Railroad approximately balanced its out, there is no certainty as to the ef- 
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fect of the company’s agreement based 
on the Cost of Living Index upon its 
future costs on an annual basis. How- 
ever, irrespective of what may happen 
in the future it appears that the com- 
pany’s increased labor costs will ex- 
ceed the small fare increases sought. 
The case is unusual in that the com- 
pany has not requested us to fix fares 
on the basis of a fair return upon the 
property devoted to the public service. 
An examination of the record clearly 
demonstrates why the company was 
unable to make such claim. True, the 
company indicates in the record an ap- 
proximation of a rate base covering the 
value of property used in passenger 
traffic. But at the same time the com- 


pany is contending in tax litigation, 
that because of the economic deprecia- 
tion which exists in its property it is 
overtaxed. Clearly, no utility should 


be entitled to claim its full investment 
value for rate purposes and at the same 
time contend that the actual value for 
tax purposes is far less because its in- 
vestment has depreciated. Disregard- 
ing the claims of its security holders, 
its debtors prior to bankruptcy and the 
claims for compensation of its unfor- 
tunate accident victims, it is extremely 


doubtful that the year 1952 will pro- 
duce income from passenger operations 
which will materially exceed its actual 
out-of-pocket expenses even with the 
rate increase proposed. Under these 
circumstances, irrespective of the value 
of the property for rate-making pur- 
poses, it appears that the company’s 
tariff now under suspension will not 
produce excessive earnings. 

The situation of the Long Island is 
a major problem. It is clear that 
there can be no solution without a re- 
organization predicated upon actual 
rather than theoretical value or past 
investment. Strong argument can be 
made that the granting of temporary 
relief in the form of rate adjustment 
by this Commission postpones rather 
than aids in a final solution. The state 
of New York has created the Long 
Island Authority primarily charged 
with the responsibility of the rehabili- 
tation of this railroad. In the case 
before us they have indicated that in 
their opinion the granting of this in- 
crease will aid in the problem of 
financing better rolling stock. 

The order of suspension should be 
vacated. 





94PUR NS 





Industrial Progress 


A digest of information on new construction by pri- 

vately managed utilities; similar information relating 

to government owned utilities; news concerning prod- 

ucts, supplies and services offered by manufacturers; 
also notices of changes in personnel. 


Pacific P & L Plans to Build 
Two New Units 


pb major steps in the long-range pro- 
gram of Pacific Power & Light Com- 
pany for conservation and utilization of the 
water resources of the Lewis river and its 
tributaries were projected on July 14th when 
the company filed applications with the FPC 
for preliminary permits to investigate two new 
hydro-electric sites with an estimated 85,000- 
kilowatt power potential. 

Tentative plans disclosed in the applications 
are for a 50-000-kilowatt hydro installation 
at the Swift Creek site and a 35,000-kilowatt 
development at the Muddy River site, about 
12 miles farther upstream. 

Now being rushed to completion is the com- 
pany’s $30,000,000 Yale hydro-electric project, 
scheduled to begin operation in November. It 
will initially produce 108,000 kilowatts. 

With completion of the Yale project this 
fall, Pacific Power & Light will have a total 
installed generating capacity of 285,000 kilo- 
watts. 

Including the Yale project, the company’s 


postwar construction expenditures total more 


than $75,000,000. 


Philadelphia Elec. Completes 
$2,500,000 Coal Storage Yard 


HILADELPHIA ELectric CoMPANY recently 

announced the completion of its new $2,- 
500,000 Northeast coal storage yard, which 
will serve as an emergency source of fuel for 
five P. E. electric generating stations on the 
Delaware and Schuylkill rivers. The storage 
area, which embodies the most modern and 
efficient means of handling large quantities of 
coal, covers 25 riverfront acres in the vicinity 
of Delaware Avenue and Wheatsheaf Lane 
in Philadelphia. 

Coal is brought to the yard by river barge 
and stock-piled with self-propelled earth- 
movers designed for construction work. These 
machines are capable of carrying eleven tons 
of coal up a 10 per cent grade. 

When coal is taken from stockpile, it is 
carried from the storage area to a hopper by 
the same mobile equipment that stored it. From 
the hopper the coal is carried by inclined belt 
conveyor to an elevated bin in the coal tower, 
thence dropped by boom conveyor or chute to 
barges, rail cars, or trucks for transportation 
to generating stations. This system is capable 
of moving 800 tons an hour. 

Several P. E. generating stations have their 
own emergency coal stockpiles, as well as ac- 
cess to the coal stored at the Northeast storage 
yard. All stations are equipped to fire some of 


their boilers with fuel oil, as well as coal, and 
two stations can also burn gas. According to 
J. A. Barnard, superintendent of the company’s 
Coal Bureau and Steam Heating division, this 
planning, coupled with the use of P. E.’s well- 
known Conowingo hydro-electric plant, gives 
virtual assurance that Philadelphia Electric 
will be able to supply electric power despite 
any conceivable fuel emergency. 

Philadelphia Electric consumed approximate- 
ly 3,000,000 tons of coal in 1951, and is ex- 
pected to use approximately 3,500,000 tons this 
year. It has nearly 600,000 tons of coal in 
stockpiles, 200,000 of which are at the North- 
east storage yard. 


Alabama Power Employees Win 
Safety Merit Award 


yo gon) Power CoMPANY has received 
word that the 850 employees of its En- 
gineering and Construction Department have 
achieved the record of having worked one mil- 
lion manhours without a disabling injury ac- 
cident. The announcement was made by the 
Safety Merit Award Committee of Edison 
Electric Institute. This is the first time in the 
10-year history of the Institute’s merit awards 
that an engineering and construction group 
has achieved this record as a unit although en- 
gineering and construction personnel have con- 
tributed to the winning of safety merit awards 
of companies as a whole. 

Alabama Power Company employees have 
made it possible for the Company to have been 
awarded seven Company-wide safety cer- 
tificates and twenty plant or divisional cer- 
tificates. 

Alabama Power Company’s Engineering and 
Construction Department is under the direc- 
tion of vice president F. C. Weiss, Birming- 
ham, D. F. Elliott, construction manager, and 
E. R. Coulbourn, engineering manager. Mr. 
Weiss observed that the record of Engineer- 
ing and Construction employees is all the more 
exceptional when it is considered that, during 
the period covered by the million manhours, 
major construction projects were at the stage 
when accidents could have been numerous had 
safety precautions not been observed. Included 


(Continued on page 26) 





RECEIPTING MACHINES 


e@ Complete selection of stub and 
coupon cutting receipters with 
interchangeable die blocks for 
all utilities purposes. 

Write for FREE Catalog. 


A. C. GIBSON CO., INC. gurrato s, N.Y. 


Mention the FortNIGHTLY—It identifies your inquiry 
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INDUSTRIAL PROGRESS—( Continued) 





in these projects were the enlargement of 
Gorgas Steam Plant No. 2 in Walker County, 
initial work on the multi-million dollar Barry 
Steam Plant near Mobile and the installation 
of another generating unit at Martin Dam on 
the Tallapoosa River. During the 7-month 
period covered by the Department’s safety 
record, nearly 100 transmission and distribu- 
tion substations were built, enlarged or im- 
proved, over 300 miles of high voltage line, 
including a major transmission line in south- 
east Alabama, and over 600 miles of distribu- 
tion line were completed. 

Alabama Power Company’s construction ex- 
penditures for the period 1952-1954 are ex- 


pected to reach $102,000,000. 


New Distribution Achievement 
Award Announced by AGA 


A NEW award for distinguished achievement 
in the field of gas distribution has been 
announced by the American Gas Association. 
The award will be made under the auspices of 
the Operating Section and is made possible 
through the sponsorship of the American Meter 
Company, Philadelphia, Pennsylvania. 

The purpose of the award is to give recog- 
nition to the individual who has made the most 
outstanding contribution to the science and art 
of gas distribution during the current year, or 
for an outstanding contribution during the five 
years preceding the year in which the award 
is made. In future years the years will be 


dated from May 3lst, or such other date as 
the Association may later adopt as a fixed date 
for all award periods. Entries for this year’s 
award may be mailed up to and including Au- 
gust 18th. 

The award will consist of a cash prize of 
$1,000 with a certificate and a suitable token 
and it will be presented at the AGA Annual 
Convention each year in which a winner has 
been selected. Individual members of AGA 
and employ yees of member gas companies, hold- 
ing companies and service companies are 
eligible for the award. 

Contributions on which the award is made 
may include a plan, design, program or any 
other act which adds to the safety, economy, 
efficiency or the service of a a gas distribution 
system, but which shall not consist solely of 
the delivery of a report or paper. The ideas 
disclosed in papers or reports, however, might 
be eligible for an award. 

For the purpose of the award, distribution 
systems are defined as all items pertaining to 
the system which carries manufactured, natural 
or mixed gas from the point of manufacture 
or purchase by the utility to the outlet of the 
customer meter. Elements considered will in- 
clude design, construction, operation, main- 
tenance, repair, renewal and safety of distribu- 
tion systems. In the event that more than one 
individual worked on a single project con- 
sidered worthy of nomination for the award, 
the company shall name the person whom they 
consider most eligible. 











No matter how you look at it... 


Some people look at printing only from the standpoint of 
quality; others think they have to compromise quality 
when they're faced with a rush job. At Sorg, quality is 
consistently maintained while meeting your deadline. 





As specialists in every type of financial, corporate and legal 
printing, we are set up to handle design, specification of 
format, printing, binding and mailing. Printing facilities in- 
clude both letterpress and offset equipment. 

Our service is complete. 





CONFIDENTIAL 
SERVICE 
SINCE 1920 
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«| How Motorola 2-Way Radio 
“| ays fee deg, in Savings! 


nade 
any 
omy, 
ition 
y of 
deas 
ight MORE AND MORE ELECTRIC COM- 
PANIES ARE IMPROVING CUSTOMER 


SERVICE—SAVING MONEY DOING IT! 








ition 


g to 
ural ’ . 
ture Inany fast moving operation that takes 


the swift, surely accurate timing of all crews 

bs and equipment, look to Motorola 2-way 
ibu- Radio as step one in promoting extra 
one efficiency, economy and new oper- 

Con- ational profit! 

_ As an investment, too, Motorola puts 
: first emphasis on your profit interests. 
This equipment is Motorola-engineered 
throughout to give you top perform- 
ance at lowest operating expense. It 
also gives you the protected value of 
obsolescence-proof equipment that 

stays up-to-date for years to come. sii scene ie haniiieieis uieiatinee ak 


compony cable truck takes a he potcher tokes call through 
radio call from his office dis- this Motorole ¢ . 
patcher. No wasted time ... ing in touch with all the men 


Just one of many no woiting for instructions! on the road « -- instantly! 
Motorola advantages! 


he. 

Exclusive Motorola 
Sensicon Permakay fil- 
ter keeps your radio 
sets permanently “on 
the beam”... ends 
costly tuning adjust- 
ments forever! 


Motorola — 


Communications & Electronics Division 


4545 Augusta Bivd., Chicago 51, Illinois - 
_ 


Rogers Majestic Electronics Lid., Toronto, Canada 


Photos courtesy of the Detroit Edison Company 





28 Public Utilities Fortnightly August 14, 195 


BARBER-GREENE Siaudaxa 
BELT CONVEYORS 


cs | 





4 


BARBER 


GREENE 


| 


THE BEST WAY 
TO 


Whether you're planning to modernize 
or expand present unloading and/or 
storage facilities, BG Permanent Belt 
Conveyors can save you time and 
money — in installation, in operation. 

These B-G Conveyors are made up of 
pre-engineered, standard units — they 
require no special on-the-job engineer- 
ing, are easily assembled, just as easily 
expanded or moved. 

Once in operation, they keep costs 
down with lower power costs, minimum 


Barber- 


vine WN 


TO A MINIMUM 


maintenance expense and by moving 
material at a constant flow that means 
big tonnage. 

Barber-Greene makes a complete line 
of “standardized” easy-to-select parts 
and accessories—Carriers, Drive Speed 
Reducers, Takeups, Back Stop Brakes, 
Steel Truss, etc. Write today for full 
information about Barber-Greene Per- 
manent OR Portable Conveyors . . . for 
modern, more profitable coal unloading 
and storage operations. 


Aurora, Illinois, U.S.A. 





OVER EIGHT 
MILLION 
HORSEPOWER 


The Newport News Shipbuilding 
and Dry Dock Company has re- 
ceived orders for the building of 


hydraulic turbines aggregating 


output of 8,150,000 horsepower. 





ASSEMBLY OF SPIRAL CASINGS FOR C. J. STRIKE DEVELOPMENT 


NEWPORT NEWS 
SHIPBUILDING AND DRY DOCK COMPANY 


Newport News, Virginia 
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ower away! International T-9 of the Metropol- 
itan Utilities District lowers six-inch water main 
into trench. Tractor also backfills, loads trucks 
and resets small telephone poles. 
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The Metropolitan Utilities District of Omaha, Nebraska, took a 
tip from its International Industrial Distributor and put a T-9 
crawler to work to get more done for its man-hours. 

This maneuverable International lowers-in, back-fills and grades 
to make fast work of putting utilities pipe under new streets. 

Let your International Industrial Distributor show you how 
other public utility companies have cut downtime and upkeep 
osts with International crawlers. 

Your distributor’s fast, friendly service and ample stocks of 
approved parts are always at your call, to keep your equipment 
} out on the job where it belongs! So put an International on your 
( oughest odd-jobs and you’ll be sold on the rugged red crawlers 


irom then on in! 
1, 1u1no1s POWER THAT PAYS 


INTERNATIONAL HARVESTER COMPANY, CHICAGO 
This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 
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int ony _ PROCEEDING 
1951 CONVENTION 


NATIONAL ASSOCIATION OF RAILROAD 
AND UTILITIES COMMISSIONERS 





Tuis important edition contains valuable ma- 
terial on the subject of regulation of rates and 
service of public utilities and transportation 
companies including the following: 


Valuation, The State Commission, and Section 19a—Telephone Toll Rates—Keeping 

the Public Better Informed Concerning the Duties and Activities of the State Regu- 

latory Commission—Utility Regulation Under Rising Cost Conditions—State Taxation 

of Motor Carriers of Property—Natural Gas Supply Problems—Accounts and Statis- 

tics—Engineering—Legislation—Resolutions adopted by the Association. 
Price—$10.00 


OTHER PUBLICATIONS OF THE ASSOCIATION 


Telephone Separations Manual 


Message Toll Telephone Rates and Disparities: 

This report of the NARUC-FCC Joint Toll Rate Subcommittee represents the results of 
a two-year study by the Subcommittee with the cooperative efforts of other able people 
who served as associates and contributors in the preparation of the volume. The report is 
in printed form with hard-bound cover and contains 400 pages of text, tables and charts, 
presenting for the first time comprehensive factual data with respect to message toll tele- 
phone service, rates, costs, and disparities in rates. This report covers the subject from 
both the interstate and intrastate approach 





Depreciation: 

1943-1944 Reports cf Committee on Depreciation (Reprinted in one volume because of 
special demand). The reports present a very comprehensive and complete analysis 
of the problems of depreciation in public utility regulation and set forth conclusions 
concerning the policies and practices which should be followed in respect thereto. 
(326 pages, paper bound) 

(1948) Letter Symbols for Mathematics of Depreciation 

1948) Half Cycle Methods of Estimating Service Life 

1950) Remaining Life Basis of Accounting for Depreciation ....... 


Interpretations of Uniform System of Accounts for Electric Utilities— 


Cases Nos. 45-118 (1938-1951) 
Interpretations of Uniform System of Accounts for Gas Utilities— 


Cases 1-79 (1938-1951) 
Interpretations of Uniform System of Accounts for Water Utilities— 


Cases Nos. 1-64 (1938-1951) 
(When remittance accompanies order, we pay forwarding charges.) 


NATIONAL ASSOCIATION OF RAILROAD AND 
UTILITIES COMMISSIONERS 
7413 NEW POST OFFICE BUILDING, POST OFFICE BOX 684 WASHINGTON 4, D.C. | 
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HOW TO SAVE THE TIME 
OF YOUR TOP EXECUTIVES 


Lighten executive loads— including your own! How? By focussing the specialized 
help of EBASCo engineers, constructors and business consultants on your most trouble- 
some, time-consuming business problems. Esasco helps solve such problems efficiently 
and economically...without adding permanently to company payrolls or disturbing 
existing company relationships. 

Perhaps yours is a sales and marketing problem. Esasco has planned many such 
programs in a wide variety of fields. EBasco has developed insurance and pension 
plans; handled appraisals; planned and built over one billion dollars worth of new 
plants; solved financing and production problems; planned effective personnel pro- 
grams. Esasco has been serving business and industry throughout the world for 
nearly 50 years. EBasco will do all or any part of a job, for companies large and small. 
To find out exactly how we can serve you best, write for your copy of ‘‘The Inside 
Story of Outside Help.”’ Address: Ebasco Services Incorporated, Dept. W, Two Rector 
Street, New York 6, N. Y. 


EBASCO SERVICES 


ght COMetay INCORPORATED 


‘) 

“(Eig * New York + Chicago + Washington, D.C. 

mh Gap : Appraisal - Budget - Business Stuss - Censulting Engineering - Design & Construction - Financial 
" * Industrial Relations - tmspaction & Expediting - Insurance, Pensions & Safety 


* 
“lag couso™™ Office Modernization - Purchasing - Rates & Pricing - Research - Sales & Marketing 
Systems & Methods - Taxes - Traffic - Washington Office 
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60-cell Exide-Manchex Battery, type DME-17 mounted 


on rack built to withstand earthquakes. 


Modern, efficient substation of a Southern California 
utility company. 


ON SWITCHGEAR DUTY IN SOUTHERN CALIFORNIA 


Exide -Manchex BATTERIES 


The modern equipment in this substation 
of a Southern California utility, highlights 
the progressive development of a State 
which ranks second in kilowatt capacity 
and number of users of electric power. 


The substation shown is supplied at 66,000 
volts and delivers 11,000 and 4,000 to urban 
and rural customers within the area it 
serves. Closing and tripping power for the 
station’s oil circuit breakers is provided by 
Exide-Manchex Batteries... first choice 
of more and more stations, because in 
Exide-Manchex you get: 


POSITIVE OPERATION: Dependable perform- 
ance at ample voltage with no switchgear 
failures. 


INSTANTANEOUS POWER: High rates for 
switchgear operation with adequate reserve 
power for all other control circuits and 
for emergency lighting. 


LOW OPERATING COST: Extremely low inter- 
nal resistance. 


LOW MAINTENANCE Costs: Water required 
about twice a year. No change of chemical 
solution needed during life of battery. 


LOW DEPRECIATION: Sturdy, long-life con- 
struction. 


GREATER CAPACITY in a given amount of 
space avoids overcrowding. 


These features combine to make Exide your 
best battery buy for all control and substa- 
tion services. 
e . a 

Various sizes and types of Exide Batteries, 
up to 100 ampere hours capacity, are avail- 
able in plastic containers. 

THE ELECTRIC STORAGE BATTERY CO. 

Philadelphia 2 
Exide Batteries of Canada, Limited, Toronto 
“Exide” and ‘‘Manchex” Reg. T.M. U.S. Pat. Of 


1888...DEPENDABLE BATTERIES FOR 64 YEARS...195 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





 inter- 


quired 
emical 
y. 


2 con- 
unt of 


le your 
ubsta- 


teries, 
avail- 


tY CO. 


‘oronto 
Of. 


195 


August 14, 1952 Public Utilities Fortnightly 


loss reduction alone pays for capacitors 


on Pacific Power & Light Co. system 
Capacitors save 50,000,000 kw-hrs annually 


In its progressive program of power-factor 
improvement, Pacific Power & Light has in- 
stalled 142,000 kvar of capacitors... 51% 
switched. This amounts to 1 kvar for every 
2.43 kw of its 345,000-kw peak-load capacity. 
Capacitors raise PF—reduce losses. Without 
these capacitors P P & L’s power factor 
would be 82%—annual losses 285 million 
kw-hrs. In 1951, with capacitors, its power 
factor was 97°%—losses 235 million kw-hrs. 
$150,000 saving pays for capacitors. Even 
at 3 mills per kw-hr this represents a $150,000 
saving each year. Annual cost of carrying the 
142,000 kvar of capacitors installed is $142,000 
($8 per installed kvar capitalized at 124%). 
Thus, the saving on power losses alone more 
than pays for the capacitors. 

Bonus of better voltage—reduced loading. 
Calculations show that the capacitors reduced 
voltage drop in overhead circuits by 23 to 
48%, depending on conductor size and length. 
And they released an estimated 15% of kw 
capacity. Both at no extra cost! 

Many types of General Electric capacitors 
are available. They’re economical to install, 
require practically no maintenance. For in- 
formation call your nearest G-E Apparatus 
sales office, or write to Section 407-37E, General 
Electric Co., Schenectady 5, N.Y. 





CAPACITORS PAY. Pacific Power & Light finds that capaci- 
tor installations such as this 3300-kvar 4-kv G-E equipment 
pay for themselves by reducing power system losses. 


82,000 KVAR of capacitors—about 17% switched— 60,000 KVAR of capacitors—about 99% switched—have 
have been installed on distribution circuits. 600 kvar been installed at P P & L substations. The four 1500-kvar, 
of G-E capacitors above are installed next to voltage 4-kv G-E equipments above are installed at the Company's 
regulaters near Sunnyside, Wash. Pendleton, Oregon substation. 


_ GENERAL @ ELECTRIC 
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More and more | 
Utilities and Industries 
find the need for 





the help you 


INVESTIGATIONS b : 
REPORTS 
_meroess, sg g OF DETOTEC 
ACCOUNTING 
TAXES 
INSURANCE 
PENSIONS — pent 
RATES We invite your inquiry. 
DEPRECIATION ; - 
VALUATIONS Write for our booklet describing 
CONSULTING & DESIGN ENGINEERING in detail the many services 
METERING : 
Pi acnreenend available to you. 
INDUSTRIAL & PUBLIC RELATIONS Address: Department E 
MERCHANDISING . 
enuenmes 20 Pine Street, New York 5, N. Y. 
GAS CONVERSIONS 


BE fyymuielllh Seu Yue. 


wel. hyidti ° 


COMMONWEALTH ASSOCIATES INC. 
COMMONWEALTH GAS CONVERSIONS INC. 


20 Prine Steed, New Yok EMY. 
foclion Miigan — Wshinglon, DO. 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 


— 








7 my Satisfaction 
PY all the way 
with Dodge!” 


. says F. F. WASSER 


South Carolina Electric & Gas Co. 
Columbia, S. C. 


“We have been using Dodge trucks of 
all sizes, from 14-ton through 3-ton, for 
over 15 years. 


“I guess that speaks for itself. There’s 
been satisfaction all the way with 
Dodge! Maintenance cost is less than 


1? 


the average of other trucks we use! 


Dodge ‘‘Job-Rated” trucks are serving 
many utility companies with the thor- 
ough satisfaction expressed by Mr. 
Wasser. They will save time and work 
and money in your service, too. 


For example, you get .a money-saving 
high-compression engine with 4-ring 
pistons, chrome-plated top rings and ex- 
haust valve seat inserts. You also get ex- 
ceptional handling ease, braking safety, 


eS : 
: 


cab comfort, and other advantages. 


What’s more, Dodge trucks offer gy¥rol 
Fluid Drive—available on .14-, 34- and 
1-ton models—to give you smoother per- 
formance, save wear, lengthen truck life. 


Your friendly Dodge dealer will be 
happy to tell you more. 


[TRUCKS 





CLEVELAND 


Pioneer of the Modern Trencher 


semi - d gers Sgn Ge FE 
gee Creaeeetnd TE a | 


faa mente 


Performance-Proved 


Right on grade on a rush job. 
More than a quarter century of 


efficient performance in utilities 
trenching work has earned for 
CLEVELANDS their reputation 
for producing more trench in 
more places at less cost. 


LOOK AT THESE FEATURES 


© Wide variety of speed and 
power combinations provides 
the right combination for 
every job. 


© Compact, maneuverable — 
fits more jobs in congested 
or open areas. 


® Maximum operator efficiency 
and visibility—correct group- 
ing of easy acting controls. 


© Safe, fast, trailer mobility— 
less waste-time between jobs. 


®@ Proved design and materials 
—less weight — more work — 
longer life. 


Write for descriptive @ Unit type construction = 
bulletin, form S-111 simplifies servicing. 
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PROFESSIONAL DIRECTORY 


e This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 
valuations, special reports, investigations, financing, design, and construction. » » 





Ture American AppraisaAL Company 
ORIGINAL COST STUDIES @ VALUATIONS @ REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 


NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 








AMERICAN CALIQUA COMPANY 


CONSULTING ENGINEERS 
HIGH TEMPERATURE WATER DISTRIBUTION SYSTEMS 


Space Heating and Industrial Processing 
District and Municipal Heating 


10 E. 39th St., New York 17, N. Y. 








CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
4706 BROADWAY, KANSAS CITY 2, MISSOURI (SINCE 1915) 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 


Zz Ford, Bacon & Davis 
vasarons GRMOON  22eT esis" 


NEW YORK @ CHICAGO @ LOS ANGELES 




















GIBBS & HILL no. 


CONSULTING ENGINEERS 
DESIGNERS - CONSTRUCTORS 


NEW YORE LOS ANGELES 











(Professional Directory Continued on Next Page) 
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GILBERT ASSOCIATES 


INCORPORATED 
ENGINEERS © CONSULTANTS * CONSTRUCTORS 


NEW YORK + READING + WASHINGTON + HOUSTON PHILADELPHIA - ROME « MANILA + MEDELLIN 










































FOUNDED 1906 











W. C GILMAN & COMPANY 


CONSULTING ENGINEERS 


Valuations — Depreciation Studies — Rate of Return 
Investigations and Reports for Financing 
Transit and Traffic Surveys — Fare Studies 
55 Liberty Street New York 5 


JAY SAMUEL HARTT 


CONSULTING ENGINEER 
327 South LaSalle Street ® CHICAGO + Telephone HArrison 7-8893 


Consultant to Public Utilities: Valuations; Rate of Return Studies; Reports for 
Financing; Other Problems of Management, Engineering and Finance. 


CYRUS G. HILL, ENGINEERS 


Public Utility Properties 
Valuation and Operating Reports 
Plans — Design — Construction — Rate Cases 


231 So. LaSalle Street Chicago, Illinois L 


























Gustav Hirsch Organization, Inc. 
Consulting and Supervisory Engineers 


1347 West 5th Ave., Columbus (12) Ohio © Telephones: L. D. 78—Kingswood 0611 
ALL PHASES OF PUBLIC UTILITY ENGINEERING AND SUPERVISION OF CONSTRUCTION. 








HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 


1384 HOLLY AVENUE ° COLUMBUS, OHIO 











need BOWEN & FARRELL 
ENGINEERS 
NN ARBOR, MICHIGA 
APPRAISALS—INVESTIGATIONS DEPRECIATION STUDIES— 


for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 














Mention the FortNicHTLY—It identifies your inquiry. 
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PROFESSIONAL DIRECTORY (continued) 
Tne fu ljia n loyowiion 


ENGINEERS ° CONSTRUCTORS 


POWER PLANT SPECIALISTS 


DESIGN « CONSTRUCTION « MANAGEMENT 
SURVEYS « INVESTIGATIONS ¢ REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA. 








William S. Leffler, Engineers Associated 


NOROTON, CONNECTICUT 


Utility Management Consultants Specializing in REGULATORY 
GAS 
oon COST ANALYSIS sata 


for past 35 years 
Send for brochure: ‘The Value of Cost Analysis te Management"’ 








N. A. LOUGEE & COMPANY 


Engineers and Consultants 


REPORTS—APPRAISALS—DEPRECIATION STUDIES 
RATE CASES—BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 








CHAS. T. MAIN, INC. 
Power Surveys—Investigations—V aluations—Re ports 
Steam, Hydro Electric and Diesel Plants 
Gas Turbine Installations 
80 FEDERAL STREET “<s BOSTON 10, MASS. 








RATES TAXES 


SAFETY MIDDLE WEST FINANCE 
INSURANCE 
BUDGETING SERVICE ADVERTISING 











PERSONNEL co ACCOUNTING 

ENGINEERING * SALES PROMOTION 

STOCK TRANSFER 20 N. WACKER DRIVE, CHICAGO PUBLIC RELATIONS 
Pioneer Service aaa, Co. 


CONSULTING, DESIGNING AND 


OPERATING ENGINEERS 
PURCHASING 


SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 


CHICAGO 4, ILLINOIS 





331 SOUTH LA SALLE STREET. 














Complete Services for Gas and Electric Utilities 
Outstanding Fini = ve 
in the . iia ie pe mectihihghcaiy Dehra 


Plants, Alterations, Expansions 


Industry D - ENGINEERING - CONSTRUCTION 
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THE RUST ENGINEERING co. 


Power Plant Design and Construction 
Boiler Settings, Chimneys, Equipment Erection 


PITTSBURGH, PA. BIRMINGHAM, ALA, 








ENGINEERS 
CONSTRUCTORS 


SANDERSON & PORTER Sap 








Sargent & Lundy 
ENGINEERS 


Steam and Electric Plants 
Usilities—Industrials 
Studies—Re ports—Design—Supervision 


Chicago 3, Ill. 








The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—A ppraisals 
Consulting Engineering 


80 BROAD STREET NEW YORK 4, N. Y. 








Whitman, Requardt and Associates 
Publishers of the 35-year-old 
DESIGN — CONSTRUCTION HANDY-WHITMAN INDEX 
for Public Utility 











REPORTS — VALUATIONS Construction Cost Trends 
Including Hydro-Electric Properties 
1304 ST. PAUL STREET BALTIMORE 2, MARYLAND 
ALBRIGHT & FRIEL INC. EARL L. CARTER 
Consulting Engineers Consulting. Engineer 
Water, 1, Sewage ee eS Sate See REGISTERED IN INDIANA, NEW YORK, OHIO, 
J PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 
veri ideurtal Bellsiogs Publie Utility Valuations, Reporte and 
City Planning, a and Rates Original Cost Studies 
121 SOUTH BROAD ST. PHILADELPHIA 7 910 Electric Building Indianapolis Ind. 
































BoppDyY-BENJAMIN 


ASSOCIATES, Inc. 
CONSULTING ENGINEERS 
Power — Design, Specification and 





ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 






struction Supervision CONSOLIDATED 
oe. i = GAS ano SERVICE CO. 


327 So. LaSalle St., Chicago 4, lL 






28 WEST ADAMS e DETROIT 26, MICHIGAN 
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GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 


HARRISBURG, PENNSYLVANIA 


’ teat Reports—Ap 
Reports 


Original Cost and Seprestatiee Studies 
Rate Analysee—insuranee Surveys 





LUCAS & LUICK 
ENGINEERS 


DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSatie St., CHicaco 








FRANCIS S. HABERLY 


CONSULTING ENGINEER 


Valuation — Depreciation 
Investigations and Reports 


122 SoutH MICHIGAN AvENUB, CHICAGO 


LUTZ & MAY 


Consulting Hngineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGN—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 








SVEN B. HANSELL 


CONSULTING ACTUARY 
PENSION PLANS 


DEPRECIATION 
For Rate Cases and Income Tax 


1421 Chestnut Street Philadelphia 2, Pa. 
Tel. Rittenhouse 6-3037 


A. S. SCHULMAN ELEcTrRIC Co. 


Electrical Contracting Engineers 


TRANSMISSION LINBS—UNDERGROUND DIsTRI- 
BUTION — Power STATION — INDUSTRIAL — 
CoMMERCIAL INSTALLATIONS 


CHICAGO Los ANGELES 








HARZA ENGINEERING CO. 


Consulting Engineers 


L. F. 
E. MONTFORD FUCIK CALVIN V. DAVIS 
dro-Electric Power Projects 
on Lines, System Management, 
Dams, Foundations, Harbor Structures, 
Soil Mechanics 


400 W. MADISON 8T. CHICAGO 6, ILL. 








SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 








JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 





DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS — EXAMINATIONS — APPRAISALS 
MACHINE DESIGN — TECHNICAL PUBLICATIONS 


BOSTON NEW YORK 











Testing + Inspection * Consulting 
Product Development & Research 


UNITED STATES TESTING COMPANY, INC. 


Hoboken, N. J. 


Boston * Chicago * Denver * Los Angeles 
Memphis « New York * Philadelphia * Providence * Dallas 








LAURENCE S. KNAPPEN 
Consulting Economist 


Cost of Capital and Rate of Return Studies 
Analyses of Financial Statements 
Rate Case Investigations 
Revenues and Expenses 
919 Eleventh Street, N.W., Washington 1, D. C. 
Telephone: National 7793 


WESTCOTT & MAPES 


Incorporated 
ARCHITECTS ENGINEERS 
a — STUDIES — REPORTS — 
DESIGN — SUPERVISION 


UTILITIES — INDUSTRIAL PLANTS 
INSTITUTIONS — SCHOOLS — PUBLIC WORKS 


NEW HAVEN CONNECTICUT 














LARAMORE AND DOUGLASS, INC. 


CONSULTING ENGINEERS 
POWER PLANTS 
TRANSMISSION DISTRIBUTION 
DESIGN—REPORTS—APPRAISALS—RATES 
70 East Adams Street Caicago 3, Ilinois 








Representation in this Professional Directory 
may be obtained at very reasonable rates. 
Kindly address inquiries to: 


ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 
309 Muasey Building 
Washington 4, D. C 





Mention the Forrnicut.ty—It identifies your inquiry 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 


A 


*Abrams Aerial Survey Corporation 
Albright & Friel, Inc., Engineers 
*Allen & Company 

American Appraisal Company, The 
American Caliqua Company 
*Analysts Journal, The 

A-P Controls Corporation 


Automatic Electric Co. .......... eee eeeeeeeee 16-17 


Babcock & Wilcox Company, The 
Barber-Greene Company 

Bituminous Coal Institute 

Black & Veatch, Consulting Engineers 
*Blaw-Knox a of Biaw-Knox Co. 
Blyth & Com 

Boddy-Benjamin 

*Burroughs Adding Machine Co. 


c 


Carter, Earl L., Consulti 
Cleveland Trencher Co., 
*Cochrane Corporation 

Columbia Gas 7. 
Commonwealth ssociates, 
Commonwealth Services, aw 
Consolidated Gas and Service Co. 


Day & Zimmermann, Inc., Engineers 
Dodge Division of Chrysler Corp. 
*Drexel & Company 


Ebasco Services, Incorporated 

Electric ee Battery Compony, The 
Elliott Compa 

*Equitable Soouritics Corporation 


F 
*First ony Corporation 


mn & Davis, Inc., Engineers ... 
*Foster Wheeler Corporation 


G 


Gannett Fleming Corddry and Carpenter, Inc. .. 


*Gas Appliance Manufacturers Association 
General Electric Company 

Gibbs & Hill, Inc., Consulting Engineers . 
Gibson, A. C., Company, Inc. 

Gilbert Associates, Inc., Engineers eee 
Gilman, W. C., & Company, Eng 
*Glore, Forgan "& Co. 

*Guaranty Trust Co. of New York 





Haberly, Francis S., Consulting Engineer 
*Halsey, Stuart & Company, Inc. 
Hansell, Sven B., Consulting Actuary 
Hartt, Jay Samuel, Consulting Engineer 
Harza Engineering Co. 

Hill, Cyrus G., Engineers 

Hirsch, Gustav, Organization, Inc. 
Hoosier Engineering Company 


International Business Machines Corporation .... 


international Harvester Company, Inc. 
Irving Trust Company 


Professional Directory 


*Fortnightly advertisers not in this issue. 
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Jackson & Moreland, Engineers 
Jensen, Bowen & Farrell, Engineers 


*Kidder, Peabody & Co. 

King, Dudley F. 

*Kinneer » NE Company, The 

Knappen, Laurence S., Consulting Economist . 4a 
Koenig Iron Works Inside Back "Cover 
Kuljien Corporation, The 4 


*Lambert & Co. 

*Langley, W. C., & Co. 

Laramore and Douglass, Inc., Engineers 
Leece-Neville Co., The 

Leffel, James, & Company, = 
Leffler, William S., Eng 

*Lehman Brothers 

Lincoln Engraving & Printing Corp. 
Loftus, Peter F., Corporation 

Lougee, N. A., ac 

Lucas & Luick, * Engineers 

Lutz & May, Consulting Engineers 


Main, Chas. T., Inc., Engineers 

Mercoid Corporation, The 

*Merrill Lynch, Pierce, Fenner & Beane 

Middle West Service Co. 

Mw ot Stanley & Company 
Motorola, Inc. 








National Association of Railroad and Utilities 
Commissioners 


*Pacific Pumps, 
Pioneer Service a" Engineering Company 
Pritchard, J. F., 


Recording & Statistical Corporation 
Remington Rand inc. 

Robertson, H. H., Company 

Rust Engineering Company, The 


Sanderson & Porter, Engineers 
Sargent & Lundy, Engineers 
Schulman, A. S., Electric Co., Engineers 
Sloan, Cook & Lowe, c Iting i 
*Smith, Barney & Co. 

Sorg Printing Company, Inc. 

*Southern Coal Company, Inc. 

*Sprague Meter Company, The 





*Tri-Line Company 


*Union Securities Corporation 
United States Testing Co., Inc 


w 


Westcott & Mapes, Inc., Engineers a3 
Westinghouse ° parte Corporation Outside Back Cover 
White, J. G., Gagine ering Corperation, The .... 42 
Whitman, Requer it and Associates 
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EVERSIBLE CRANKSHAFT-DRIVE WINCH ASSEMBLY 
1 DEMAND FOR UTILITY PICKUP USE 


wr years of successful performance of the crankshaft-driven 
xetsible R-100 King Front-Mount Winch Assembly on the civilian 
rep and utility pickup truck has increased the demand for this 
plication by the utilities. 


¢R-100 Assembly incorporates the Borg-Warner Dual Friction 
evesing Clutch, giving forward, reverse and neutral positions. 
is assembly is available for pickups with 3-speed transmissions, 
speed transmissions equipped with R-3 Marmon-Herrington Con- 
sion, and other applications where only a single direction of 
wer drive is available. 


ever A controls forward, reverse and neutral positions of the 
ecial clutch. Lever B, the drum clutch release lever, can be dis- 
hgaged only when cable is not in tension. Lever C engages and 
sengages sliding clutch in relation to motor connection. 


bb controls, not included, can be installed from levers A and C to 
sh after assembly installation. By including pipe bumper with as- 

bly, an excellent base is obtained for anchoring boom or A-frame 
t hoisting. 


USEFUL FOR: 


Hoisting transformers and 
similar equipment 


Pulling cable through conduit 
Backfill work 


Getting in and out of tough 
locations 


Moving other equipment over 
rugged roads or no roads 


"Factory Fit'' King R-100 Front-Mount 
Winch A blies are available for all 
V2 ton and light % ton Ford, Chev- 
rolet and GMC truck use. 





Write or wire today for bulletins on 
the King R-100 Front-Mount Winch 
Assembly to fit your truck. 


IRON WORKS 


L14 Washington Avenue 


Houston 10, Texas 





These Features add years of 


You can literally baul’em out, hang’em : 
get’em... when you install Westinghous 
tion Transformers, either conventiona! 
Six construction features, standa: 
Westinghouse Distribution Tran 
make them more reliable in service. . 
maintenance costs. 

. Rugged High-Voltage Bushings for 
electrical and mechanical streng 
Proof Enrup* clamping knobs mak 
ing easy and safe. 

. “Coastal Finish’”’ checks corrosi« 1, resi 
moisture penetration and weatherin. ...a 
years to life of the tank. 

. Wemco® C-I (Inhibited) Oil .. 
service life at least three times. 
acids, alkali, corrosive sulphur and sludgig 
Staves off emulsification. 

. Hipersil® Cores ... carry 44 more flux th 
ordinary cores. Operate with higher efficien 
lower excitation current... permit small 
lighter transformers. 

. Coil assembly allows increased thermal c 
ity by addition of larger cooling ducts 
exposure of more area to oil. Result: gre 
short-time overload capacities . . . be 
voltage regulation. 

. Sturdy tanks ... security tested . . . positiv 
leakproof. Double-rolled rim locks tank w 
to the recessed bottom, assures rigid suppo 

Your Westinghouse representative will be glad 
give you full details on all these features. Or w 
Westinghouse Electric Corporation, P. O. Box 8 
Pittsburgh 30, Pa. 


you can 6e SURE...1¢ 15 


Westinghous: : 


*T. M.U.S.R. Co. 





